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WEDNESDAY,  JANUARY  28,  1976 


The  hearing  reconvened  at  8:35  A.M.  on  Wednesday,  January  28, 
1976,  in  the  Chambers  of  the  Montana  House  of  Representatives, 
State  Capitol,  Helena,  Montana. 

The  Honorable  Carl  M.  Davis,  Hearings  Examiner,  presided 
over  the  proceedings. 

APPEARANCES : 

Applicants : 

William  M.  Bellingham,  Esq. 

John  L.  Peterson,  Esq. 

John  Ross,  Esq. 

Department  of  Natural  Resources  and  Conservation: 

Robert  T.  Cummins,  Esq. 

Donald  MacIntyre,  Esq. 

William  G.  Sheridan,  Esq. 

Northern  Plains  Resource  Council: 

Leo  Graybill,  Jr. ,  Esq. 

Northern  Cheyenne  Tribe,  Inc.: 

Peter  Michael  Meloy 

The  following  proceedings  were  had: 

HEARINGS  EXAMINER:  Are  the  parties  ready  to  pro¬ 
ceed  this  morning? 

MR.  BELLINGHAM:  Yes,  sir. 

MR.  CUMMINS:  Ready  to  proceed. 

HEARINGS  EXAMINER:  Very  well,  you  may  continue 
your  cross-examination,  Mr.  Cummins. 
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CONTINUATION  OF  EXAMINATION  OF  DOCTOR  HAROLD  M.  BEISEL 
Cross,  by  Department  of  Natural  Resources  and  Conservation; 

By  Mr.  Cummins  (continuing) : 

Q  Good  morning,  Doctor  Beisel. 

A  Good  morning. 

Q  Doctor,  I  touched  briefly  yesterday  on  a  Mr.  Liang? 

A  Yes,  sir. 

Q  He  had  some  kind  of  a  title.  Was  he  a  Doctor,  or  did  he  have 
a  Master's  degree? 

A  He  had  a  doctorate. 

Q  He  had  a  doctorate.  And  he  was  in  Montana  when? 

A  March  through  April,  '73. 

Q  A  period  of  about  six  to  eight  weeks? 

A  Yes,  sir. 

Q  And  he  was  in  Billings,  Helena,  Butte,  and  the  Colstrip  area 
Forsyth? 

A  Yes,  sir. 

Q  Did  he  have  a  crew  with  him,  working  with  him,  making  surveys 
and  studies,  or  was  he  it? 

A  He  was  working  on  his  own  during  his  visits  to  Montana. 

Q  He  didn't  have  any  assistants,  or  anything  of  that  nature? 

A  Not  in  Montana,  no,  sir. 

Q  He  was  getting  all  the  field  information,  as  you  would  say, 
as  to  sociological  aspects? 

A  He  was  gathering  some  field  information,  yes. 

Q  Did  anybody  else  besides  Myhra  gather  any  field  information 

that  went  into  the  preparation  of  the  environmental  analysis 
published  in  November  of  '73? 
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A  Myhra,  Travis,  Sukoff. 

Q  What  input  did  Liang  have? 

A  He  was  responsible,  as  we  were  speaking  yesterday,  about  the 
assessment  and  opinion  molders  in  the  state. 

Q  Was  it  he  who  made  the  selection  of  the  lists,  or  compiled 

the  lists,  however  it  was  selected,  as  to  who  were  the  opinion 
makers? 

A  He  was  responsible  for  the  field  data  in  that  study. 

Q  And  it  was  Myhra  who  was  responsible  for  making  the  interviews 

with  the  people  who  were  contacted  in  the  Forsyth  area  who  are 
footnoted  in  the  back  of  the  appendices  to  that  analysis? 

A  That  is  correct. 

Q  There  has  been  no  ruling,  as  I  understand,  on  the  introduction 
of  the  environmental  analysis,  but  we  are  all  well  aware  of 
the  fact  that  all  of  the  parties  that  are  involved  herein,  in¬ 
cluding  the  board,  have  had  distributed  to  them  these  assess¬ 
ments.  As  I  recall,  during  your  deposition,  Doctor,  we  went 
over  a  considerable  number  of  sections  that  were  under  your 
responsibility  that  were  revised,  or  were  going  to  be  revised, 
and  that  the  material  set  forth  in  the  analysis  would  no  long¬ 
er  have  the  validity  that  it  had  previously  had  as  a  result  of 
some  additional  studies  and  work  which  you've  done;  is  that 
correct? 

A  Yes,  we  discussed  that. 

Q  Could  you  tell  us  the  section  numbers  of  the  sections  that  we 
discussed  at  that  time,  and  which  are  still  in  the  book,  but 
which  have  been  modified  apparently  by  your  testimony  and  by 
your  prospective  exhibits? 
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Q 
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Q 


I  think  that's  really  reflected  by  just  looking  at  the  written 
testimony  which  has  been  submitted  with  its  accompanying  ex¬ 
hibits,  and  any  of  the  quantitative  data  presented  in  that  in¬ 
formation  supersedes  the  information  contained  in  the  original 
applicants'  environmental  analysis. 

That's  very  nice  and  very  true;  however,  I'm  trying  to  make  it 
as  simple  as  I  can  for  the  members  of  the  board  so  that  if  they 
happen  to  flip  open  their  books  some  day,  unbeknownst  to  any¬ 
one,  they  don't  get  confused  by  what  you  have  introduced  and 
what  you  have  published,  so  I  would  appreciate  it  if  you  would 
go  through  with  me,  for  the  record,  those  sections  which  have 
been  changed  or  would  be  deleted  by  reason  of  the  subsequent 
information  that  we  have  obtained  already. 

You  must  understand  that  we  did  not  go  through  each  section  of 
the  report  in  an  attempt  to  rewrite  it  in  context  or  in  a 
quantitative  manner. 

I  understand  that.  What  I  want  is  the  same  thing  we  got  dur¬ 
ing  the  deposition,  that  we  started  out,  and  the  changes 
appeared  in  Section  2.8.  We  asked  you  what  section  was  going 
to  be  changed  and  you  told  us  what  chart  was  going  to  be 
changed  and  you  told  us  the  manner  and  fashion  in  which  it  is 
or  is  not  changed.  It  is  for  the  board  to  look  at  by  compar¬ 
ing  your  oral  and  written  testimonies  and  your  exhibits,  but  I 
want  them  to  be  alerted  that  things  in  2.8  and  specific  sec¬ 
tions  in  there  have  been  deleted  and  changed.  I  believe  that 
was  the  only  section  that  was  affected,  was  it  not? 

Yes,  sir,  it  was.  Section  2.8.2  on  project  economics  has 
changed,  and  that  is  reflected  quantitatively  in  my  written 
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testimony  and  exhibits. 

Q  I  think,  Doctor,  if  you  can  just  identify  the  sections,  we 
can  move  along  a  lot  quicker  that  way. 

MR.  BELLINGHAM:  Is  that  2.8.2? 

WITNESS:  Yes. 

A  Referring  specifically  to  table  2.8-7  on  cost  estimates,  sec¬ 
tion  2. 8. 2. 2.1  on  manpower  requirements,  2. 8.2.2. 3  on  salary 
and  wages,  2. 8. 3. 2.1  on  employment,  2. 8. 3.2. 4  on  taxes, 
2.8.4.2f  on  financial  impact  on  the  state,  2. 8. 4. 3  on  financi¬ 
al  impact  on  Rosebud  County,  2. 8. 4. 3. 3  on  Rosebud  County  taxes 

Q  Before  you  pass,  was  there  some  change  to  the  educational 
material,  total  projected  school  enrollments? 

A  We  did  not  go  back  and  recalculate  the  school  projection  en¬ 
rollments.  Those  are  the  prime  sections  which  have  changed 
and  which  are  reflected  in  the  testimony  and  written  exhibits. 

Q  Did  you  change  2. 8. 4. 4,  socia]  impact  and  Rosebud  County  pro¬ 
jected  tax  base?  I  have  a  note  that  you  were  going  to  change 
that. 

A  Yes,  that  table  is  changed. 

Q  Thank  you. 

A  It's  table  2.8-21. 

Q  And  therefore,  then,  all  those  corresponding  tables  that  re¬ 
late  specifically  to  the  textual  material  are  likewise  in¬ 
cluded  in  your  change? 

A  Yes,  sir. 

Q  Thank  you.  Doctor,  will  you  tell  me  what  your  background  is 

in  taxation,  what  experience  you've  had  in  taxation,  what  kind 
of  courses  you  have  taken  in  taxation? 
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Q 

A 
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I've  worked,  and  members  of  my  staff  have  ended  up  working  on 
tax  assessments  on  power  plant  projects  for  the  last  four 


years 


But  you,  specifically,  what  training  do  you  have  in  taxation 


fields? 


In  reviewing  information  on  the  projects  to  which  I  referred, 


with  utilities  and  with  review  boards,  with  county,  local 


and  federal  tax  personnel. 


What's  your  education  in  taxation,  formal  scholastic  educa¬ 


tion  in  taxation?  Have  you  had  accounting? 


No,  I  have  not. 


Not  even  basic  accounting? 


No,  I  have  not. 


Have  you  any  basis  in  appraisal  work,  education  in  apprais¬ 


ing 


By  education,  no;  by  experience  with  projects  and  in  the  con¬ 


duct  of  my  work,  and  the  work  of  my  staff  members,  yes. 


Association  with  others  is  what  you're  saying.  You  have  no 


formal  education  or  no  experience.  Have  you  ever  testified 


as  an  expert  witness  on  the  assessed  evaluation  of  any  property? 


Yes,  I  have,  in  power  plant  projects. 


In  a  court  of  law,  or  any  proceeding  such  as  this? 


Proceedings  such  as  this,  administrative  hearings. 

All  right.  Have  you,  or  are  you  a  member  of  any  appraisal 
societies  or  associations,  in  AMI,  or  anything  like  that? 


No,  I  am  not.  People  I  have  worked  with  on  the  projects 


have  been. 


I  understand  that  there  are  a  lot  of  people  in  the  world  who 
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have  got  a  lot  of  qualifications  in  this  field,  but,  Doctor, 

I  am  inquiring  about  you,  and  I  want  to  know  just  what  your 
experience  is  in  the  field  of  taxation  and  mill  levies  and 
assessing  valuations.  You  are  the  witness  who  is  here  today. 
All  those  people  in  Pittsburgh,  Pennsylvania  are  standing  on 
a  corner;  tney're  still  there;  you're  here,  and  I  want  to  know 
what  you  know,  and  what  your  qualifications  and  experiences 
are  to  come  here  and  to  offer  into  evidence,  documentary  and 
oral  testimony  with  respect  to  taxation  in  Montana  —  you, 
personally? 

A  I  personally  represent  all  those  people  standing  on  a  corner 
in  Pittsburgh,  Pennsylvania,  and  all  the  interactions  they 
have  had  with  the  applicants  in  this  case,  and  with  projects 
and  others  that  we  have  been  associated  with  in  performing 
the  same  kinds  of  analysis  and  justifying  those. 

Q  Oh,  I  know  the  Montana  Power  Company  has  got  a  lot  of  people 
that  know  about  taxation,  but  they're  not  sitting  here  today. 

A  We  have  worked  very  closely  with  them  in  the  complete  context 
of  our  study. 

Q  Yes.  I  can't  remember  the  guy's  name,  Dillem,  or  Gilling,  or 
something  like  that  —  Gilder  --  he  knows  about  taxes,  but  I 
want  to  know.  You're  the  one  who  is  offering  these  exhibits, 
not  him.  1  know  where  the  information  came  from,  but  I'm  not 
willing  to  accept  you  as  a  conduit  until  you  can  tell  me  how 
they  arrived  at  these  things,  and  how  you  figured  them  out,  and 
whether  or  not  you,  yourself,  know  how  to  compuete  a  trans¬ 
mission  line  base  taxation  under  the  Montana  system.  This  is 
what  I'm  going  to  get  into,  Doctor,  and  I  want  to  know  what 
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your  qualifications  are  to  sit  here  and  to  testify  other  than 
as  a  compiler? 

A  I  can  represent  this  information  as  having  been  one  respons¬ 
ible  for  its  compilation  and  its  verification  with  the  appli¬ 
cants.  The  calculation  procedures,  et  cetera,  are  set  forth 
in  the  statutes  for  the  various  laws,  and  the  taxes  bases  that 
we  have  used  and  presented  in  these  exhibits. 

Q  But  that's  not  the  way  a  proceeding  or  a  court  of  law  works. 

A  This  is  not  a  court  of  law. 

Q  And  we  are  working  under  the  rules  of  evidence,  and  I  have  the 
right  to  test  your  qualifications  and  competency  to  be  able  to 
calculate  and  to  do  these  things,  and  to  tell  us  --  just  say¬ 
ing  that  you  made  this  under  your  supervision  —  I'm  going  to 
find  out  who  did  it.  I  want  to  know,  and  that's  why  I'm  very 
matter  of  factly  asking  you  what  your  qualifications  are,  be¬ 
cause  I'm  going  to  ask  you  to  step  to  that  easel  and  to  com¬ 
pute  for  me  the  tax  benefits  of  the  sixteen  counties  in  the 
state  of  Montana  that  the  proposed  transmission  line  is  going 
to  cross  over,  and  that's  why  I'm  being  very  frank  at  this 
time  in  asking  you  what  your  qualifications  are,  whether  you 
can  compuete  those  kind  of  taxes  or  not.  Can  you,  Doctor? 

A  Those  taxes  you  specifically  refer  to?  Yes,  I  can. 

Q  You  can  compuete  the  transmission  line  taxes? 

A  Yes,  sir,  county  by  county. 

Q  That's  fine,  because  we're  going  to  do  it.  Have  you  ever  pre¬ 
pared  a  corporate  income  tax  return? 

A  Not  at  a  corporate  level,  but  I  have  been  responsible  for  in¬ 
put  into  such  actions. 
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Q  Do  you  even  do  your  own  tax  return,  Doctor? 

A  I  do  it. 

Q  Do  you,  or  do  you  have  somebody  else  prepare  your  own  tax  re¬ 
turn? 

A  I  do  that  jointly  with  my  accountant. 

Q  You  mean,  you  give  him  the  stuff,  and  he  does  it? 

A  No,  sir.  I  would  discuss  it,  I  would  prepare  a  draft,  and 

have  it  verified  by  an  accountant.  That's  what  accountants  are 
in  business  for. 

Q  Tell  me  the  basis  with  respect  --  you  are  not  an  accountant, 
are  you? 

A  No,  sir,  I  am  not. 

Q  Will  you  tell  me  the  three  bases  for  determining  taxation  on 

transmission  lines  in  the  state  of  Montana,  and  the  last  word 
of  each  of  them  is  an  approach.  I'll  give  you  that  much  of  a 
hint.  (No  response) .  Give  me  the  three  methods  for  figuring 
transmission  line  taxes  in  the  state  of  Montana.  (No  response' 
What  approach  was  used  in  your  testimony  for  determining  the 
taxes,  which  of  those  three? 

A  I  do  not  know  which  approach.  Can  you  state  to  me  the  three, 
and  perhaps  I  can  -- 

Q  I've  got  the  answer,  Doctor,  You're  on  the  stand,  not  me.  I 
want  you  to  tell  me  the  three  approaches,  and  I  want  to  know 
which  approach  you  used.  Which  approach  was  used  to  prepare 
this  examp]. e,  that  exhibit  you  purport  to  present  to  us,  and 
the  written  testimony  where  you  say  how  much  taxes  are  going  to 
be  resolved  to  each  of  these  counties,  inure  to  the  benefit  of 
them  by  reason  of  the  transmission  lines  crossing  those 


-3262- 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 


_ _ _ _ _ J__ _ 

counties?  Which  approach  did  they  use? 

t 

A  That  would  have  to  be  information  obtainei  from  the  people 
that  I  worked  with  at  Montana  Power. 

Q  You  don't  know;  Montana  Power  Company  knows,  isn't  that  right? 
They  prepared  that  material,  you  didn't,  and  when  you  say 
under  your  supervision  and  direction,  you  took  what  they  gave 
you,  because  you  don't  know  how  to  check  it  out,  and  it  was 
never  checked  out,  was  it,  by  you  or  any  of  your  staff?  It 
came  directly  from  the  applicants,  didn't  it? 

A  It  didn't  come  directly  from  the  applicants. 

Q  All  right,  it  went,  then,  by  some  circuitous  route  to  you,  and 

you  didn't  put  the  information  together,  did  you? 

A  I  put  the  information  together,  and  -- 

Q  On  the  chart,  that's  all  you  did.  They  sent  it  to  you  in  the 
mail,  or  delivered  it  by  hand,  or  you  picked  it  up,  and  you 
prepared  the  chart.  You're  a  compiler,  you're  not  a  computer. 
You  did  not  compute  or  calculate  those  taxes,  did  you? 

A  I  would  compute  -- 

Q  You  did  not,  did  you? 

A  Yes,  "sir,  I  would. 

Q  Doctor,  did  you? 

A  I  did  calculate  several  of  those  taxes  from  the  mill  rates  and 
the  assessed  values  of  those  properties. 

Q  Doctor,  did  you  --  we're  talking  specifically  about  the  trans¬ 
mission  line  --  did  you  compute  those  taxes? 

A  I  didn't  compute  those  taxes  on  the  transmission  line. 

Q  The  Montana  Power  Company  did,  didn't  they? 

A  Yes,  sir. 


-3263- 


1 

o 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 


Q 

A 

Q 

A 

Q 

A 

Q 

A 

Q 


Q 


A 


Q 


And  you  don't  have  any  basis  or  foundation  or  understanding 
about  how  they  did  it,  either,  do  you? 

Yes,  sir,  I  do. 

Which  approach  did  they  use? 

I  don't  know  the  approaches  by  name. 

Well,  doesn't  it  change  by  the  manner  or  method  of  approach 
that  you  use? 

It  perhaps  could. 

Perhaps,  nothing  --  yes,  it  does,  doesn't  it? 

I  do  not  JV  now. 

That's  what  I  thought.  Well,  tell  me  the  names  of  the  three 
approaches,  since  you're  purporting  to  be  an  expert  on  taxa¬ 
tion  on  transmission  lines  here  today. 

MR.  BELLINGHAM:  We  object  on  the  grounds  of  repeti¬ 
tion  . 


HEARING  EXAMINER :  Sustained.  He's  answered. 

Are  you  now  not  saying  you  are  not  an  expert,  and  that  this 
is  out  of  the  field  of  your  scope,  Doctor?  I  give  you  that 
opportunity  to  say  that  this  is  out  of  your  scope,  and  that 
you  don't  know  all  about  it,  and  that  somebody  else  should  be 
here  telling  us  about  this  rather  than  you,  is  that  not  correct. 
I  know  about  the  information  that  was  presented  in  my  testi¬ 
mony  and  in  these  exhibits. 

All  right,  you  know  that  you  took  some  figures  that  somebody 
gave  you,  but  you  don't  know  how  they  got  to  them.  Doctor, 

I'm  talking  about  foundation,  about  your  ability  to  be  able  to 
do  this  for  us  here  today.  I  don't  say  that  there  isn't  some¬ 
body  who  can't  do  it.  I  say  that  somebody  who  can  do  it  shoulc 
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be  here,  and  you  should  not  have  to  be  the  person  who  is  do¬ 
ing  this,  because  you  can't  do  it,  can  you,  Doctor? 

I  can  show  you  the  calculations  for  the  transmission  line. 

You  can  show  me  the  calculations  that  somebody  else  did.  You 
cannot  do  it  yourself.  You  don't  even  know  the  approach  or 
the  numbers  or  methods  of  approach  that  are  used,  do  you? 

(No  response) .  Can  you  answer  my  question,  Doctor? 

I  know  that  assessed  values  were  used,  and  that  these  were 
used  in  conjunction  with  the  millage  rates  in  the  appropriate 
counties  to  obtain  the  tax  revenues  in  each  individual  county 
along  the  transmission  line  route. 

Is  that  the  way  you  compute  transmission  line  taxes  in  Montana 
Doctor?  Are  you  sure,  and  if  you  are,  with  whom  did  you 
check?  Did  you  check  with  the  Department  of  Revenue  of  the 
state  of  Montana? 

That's  my  understanding  of  the  procedure,  and  I  discussed  this 
with  the  tax  personnel  at  Montana  Power. 

I  understand  that.  I  understand  that  the  tax  people  at  the 
Montana  Power  Company  did  this  work,  and  they  told  you  it  was 
true  and  correct,  but  how  do  you  know,  other  than  their  word? 
They're  not  here,  subject  to  cross-examination.  Doctor,  you 
are.  You're  the  person  who  is  here  representing  that  he  knows 
this  stuff,  and  you're  the  one  through  whom  they  intend  to  in¬ 
troduce  these  exhibits,  and  I'm  saying  that  you  don't  have  the 
foundation,  and  you  don't  know,  and  you're  telling  me  in  hones 
ness  in  your  eyes,  Doctor,  as  you  sit  there  right  now,  you 
don't  know,  because  if  you  knew  that  much  about  taxation,  you 
could  tell  me  the  three  approaches  that  are  used  in  Montana, 
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couldn't  you? 


MR.  BELLINGHAM:  We  move  to  strike  the  remarks  as 
argumentative  and  repetitive,  not  proper  cross-examina¬ 
tion  . 

HEARING  EXAMINER:  Well,  it's  repetitive.  Sustain¬ 
ed,  on  the  fact  of  knowledge  of  the  three  approaches. 

Q  How  many  steps  are  there,  Doctor,  in  establishing  the  assess¬ 
ment  of  transmission  lines  in  Montana? 

A  Computing  the  actual  value,  the  assessed  value,  and  the  taxable 
value,  and  applying  the  millage  rates,  and  obtaining  the  tax 
revenue . 

Q  Are  there  any  allocations  made?  (No  response) .  Are  there  any 
allocations  made  in  determining  the  taxable  valuation,  and  if 
so,  what  are  they,  or  don't  you  know? 

A  No,  I'm  not  familiar  with  allocations  on  individual  -- 

Q  So  you  don't  know  the  method  that's  used  in  Montana  for  de¬ 

termining  transmission  line  taxation,  do  you? 

MR.  BELLINGHAM:  We  object  on  the  grounds  it's 
repetitive . 

HEARING  EXAMINER:  Sustained. 

MR.  CUMMINS:  Oh,  come  on  --  let  the  Doctor  answer. 
HEARING  EXAMINER:  Well,  he's  answered  about  three 
times  he  doesn't  know  the  method  of  allocation.  He 
testified  he  doesn't  know  allocation. 

Q  Do  you  know  whether  allocation  is  used  or  not? 

A  No,  I  don't. 

Q  So  then  you  wouldn't  know  the  basis  of  allocation  if  alloca¬ 
tion  was  used  or  wasn't  used,  would  you? 
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That  would  follow. 
Yes  or  no,  please. 
Yes. 


MR.  BELLINGHAM:  What  was  the  question? 

MR.  CUMMINS:  He  doesn't  know. 

HEARING  EXAMINER:  He  doesn't  know  the  basis  of 
allocation.  His  answer  was,  "That  would  follow."  His 
question  was,  "Answer  yes  or  no,"  and  he  said,  "Yes." 

Can  you  tell  me,  Doctor,  whether  there's  a  difference  in 
assessing  valuations  for  transmission  lines  versus  substations’’ 
I  believe  there's  a  different  percentage  applied  to  the  actual 
cash  value. 

Do  you  know  whether  or  not  there's  a  difference? 

Yes,  there  is  a  difference. 

What  method  is  used  on  assessing  substations,  versus  the 
method  used  for  assessing  and  arriving  at  the  taxation  of 
transmission  lines? 

I  don't  know  the  difference  between  the  methods.  I  know  that 
there  are  different  allocations. 

Would  you  say  that  taxes  on  a  transmission  line  represent  a 
bonanza  for  a  county? 

Bonanza  is  a  nebulous  word.  It  reflects  tax  revenues  to  a 
county. 

Well,  let's  put  in  this  way  about  a  bonanza.  Are  the  revenues 
received  from  the  transmission  line  as  good  a  break  for  the 
counties  as,  say,  for  a  power  plant? 

There  are  more  tax  revenues  accrued  from  a  power  plant  than  fro 
a  section  of  transmission  line,  if  that's  what  you're  asking. 
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Q  Oh ,  I  know  that,  because  one's  bigger  than  the  other,  but  I'm 
just  wondering  on  a  ratio  basis? 

A  On  a  ratio  of  that  tax  revenue  to  the  total  tax  revenue  of 
the  county,  it  probably  could  be. 

Q  Yes  or  no.  Doctor? 

A  I  would  have  to  refer  to  specific  counties,  specific  tax  base, 
specific  value  of  the  plant,  and  specific  value  of  the  trans¬ 
mission  line  in  order  to  answer  that  question,  Mr.  Cummins. 

Q  All  right,  let's  take  Rosebud  County.  They've  got  the  plant 
and  they've  got  some  lines.  On  an  investment  basis,  are  they 
going  to  get  a  pro  rata  share  equal  for  the  transmission  line 
that  they'll  get  for  the  power  plant? 

A  They  will  get  more  revenues  from  the  power  plant. 

Q  Answer  my  question. 

A  Yes . 

Q  Yes,  what? 

A  They  will  receive  more  revenues  from  the  power  plant  than  the 
sections  of  the  transmission  line. 

Q  On  a  ratio  basis? 

A  If  you  will  let  me  look  at  my  figures,  I  could  perhaps  answer 
your  question. 

Q  No,  I  want  this  out  of  your  head,  Doctor.  I'm  not  asking  for 
the  specific  dollars  and  cents  aspects  of  this.  I  want  to 
know  philosophy.  I'm  not  talking  about  actuality  yet. 

A  I  told  you  that  I  couldn't  answer  your  question  unless  I  re¬ 
fer  specifically  to  a  power  plant,  tax  revenues  in  a  county, 
and  specific  sections  of  a  transmission  line. 

Q  But  these  aren't  your  figures,  are  they,  Doctor? 
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I  have  individual  figures  for  a  specific  case.  We're  talking 
about  Rosebud  County,  which  is  what  I  said  would  have  to  be 
done  in  order  to  answer  your  question. 

Q  These  are  not  your  figures,  are  they.  Doctor? 

A  The  figures  in  my  exhibits  are  my  figures. 

Q  You  did  not  prepare  those;  somebody  else  did. 

A  I  prepared  those  in  part. 

You  did  not  prepare  those.  Doctor.  You  just  told  me  that  the 
Montana  Power  Company  gave  you  those  figures  and  did  that  base 
line  work. 

A  I  said  that  they  did  not  do  all  the  figures  in  these  exhibits. 
Some  of  those  calculations  and  compilations  were  done  by  me. 

Of  course,  the  projections  were  done  by  you,  but  the  base  line 
figures? 

A  The  actual  value  of  the  facilities? 

Q  Yes. 

A  Of  course  that  must  come  from  the  utility. 

Q  Yesr  of  course  it  must  come  from  them.  What  depreciation  allow¬ 
ance  is  allowed  on  transmission  lines  in  Montana?  (No  respons4) 
What  depreciation  method  is  used  on  transmission  lines  in  Mon¬ 
tana  for  determining  taxation?  Do  you  know? 

A  No,  I  don't  know.  I  would  assume  it  would  be  a  straight-line 
depreciation. 

Q  Yes,  you  assume,  but  the  Montana  Power  Company  knows,  and  the 
man  that  gave  you  the  figures  over  there,  he  knows,  but  you 
don't,  do  you?  We'll  assume  a  straight-line?  Isn't  this  a 
capital  investment?  Don't  they  get  an  accelerated  first  year's 
benefits  from  it,  or  don't  you  know  whether  they  take  that  or 
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not? 


A  I  don't  know  whether  that  credit  is  taken. 

Q  You  don't  know,  and  you  don't  know  whether  the  credit  comes  in 
there  or  v/hether  it  comes  in  the  corporate  income  tax  return 
that's  filed  either,  do  you? 

A  No. 

Q  You  don't  know  what  goes  to  make  up  the  Montana  Power  Com¬ 
pany's  corporate  income  tax,  do  you? 

A  Well,  we're  not  concerned  with  the  corporate  -- 

Q  You  made  a  schedule  here,  Doctor.  You  made  an  exhibit  that 

said  how  much  corporate  taxes  they  were  going  to  pay,  and  as 
a  matter  of  fact,  they  didn't  pay  any  last  year,  they  lost 
money.  And  then  you  start  out  with  an  assumption  of  $16,000 
in  your  exhibit,  don't  you?  And  then  you  keep  building  and 
building  and  building  your  exhibit.  How  do  you  know  what 
they're  going  to  do?  Did  you  study  their  back  history  of 
corporate  taxes  in  Montana,  because  I  want  to  know  how  much 
taxes  they  paid  off  the  top  of  your  head,  or  out  of  your  fig¬ 
ures  for  the  year  1963,  corporate  taxes  to  the  State  of  Mon¬ 
tana?  What  did  they  pay? 

A  That  figure  I  don't  have. 

Q  How  about  '70,  then  --  without  Mr.  Labrie  telling  you?  (No 
response).  Mr.  Labrie  knows  a  lot  more  than  we've  all  given 
him  credit  for.  What  were  their  capital  corporate  taxes  in 
the  state  of  Montana  that  the  Montana  Power  Company  paid?  (No 
response) .  How  much  did  Pacific  Power  and  Light  pay  the  state 
of  Montana  in  income  taxes?  Did  you  put  them  in  these  figures, 
or  did  you  just  use  Montana  Power  Company? 
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HEARING  EXAMINER:  How  many  questions  is  that? 


MR.  CUMMINS:  Ten. 

A  The  figures  presented  here  are  for  the  project  itself,  the 
total  project. 

Q  How  much  did  the  Montana  Power  Company  pay  in  corporate  income 
taxes  in  the  year  1972? 

A  I  don't  know. 

Q  How  much  income  taxes  did  the  Pacific  Power  and  Light  pay  in 
the  year  1972? 

A  I  don't  know,  and  I'm  not  sure  if  that's  exactly  pertinent  to 
the  information  that  we  are  trying  to  assess  on  this  individu¬ 
al  project  in  this  hearing. 

Q  Well,  it  is.  Doctor,  if  you  start  at  zero,  and  if  they  never 
pay  any  taxes,  and  then  you  build  it  up  into  the  millions  of 
dollars,  it  certainly  is. 

A  If  there  is  a  change  in  the  real  properties  in  that  corpora¬ 
tion  due  to  this  project,  of  course,  there  would  be  a  change. 
That's  what  we  are  trying  to  project. 

Q  Oh,  is  that  right?  Did  you  ever  hear  of  expenses  --  airplanes 
corporate  salaries,  expense  accounts,  operating  expenses  --  did 
you  ever  hear  of  those  as  deductions  in  preparation  of  a  cor¬ 
porate  income  tax  return? 

A  As  they  are  in  individual  tax  accounts. 

Q  Would  you  be  surprised  that  the  Milwaukee  Railroad  in  Montana 
last  year  paid  $50.00  corporate  income  tax? 

MR.  BELLINGHAM:  We  object  on  the  grounds  that  it  is 
incompetent. 

MR.  CUMMINS:  No,  it's  not  incompetent,  Mr.  Hearing 
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Examiner.  He's  talking  about  corporations  making  money 
and  paying  taxes.  I  want  to  know  what  he  knows. 

HEARING  EXAMINER :  I  think  you've  made  the  point. 
Whether  he's  surprised  or  not,  you've  got  that  in  the 
record,  so  I  guess  that's  about  all  you  were  after. 

MR.  BELLINGHAM :  I  wonder  if  the  Hearings  Examiner 
was  surprised. 

HEARING  EXAMINER:  I  wasn't  surprised. 

Q  Tell  me,  Doctor,  what  is  the  basis  and  the  method  used  for  de¬ 
termining  the  electric  energy  tax  in  the  state  of  Montana? 

A  That  is  stated  in  the  written  testimony. 

Q  I  want  you  to  tell  me  how  you  compute  it,  how  you  figure  it. 

A  I  can  read  the  direct  words  from  my  written  testimony. 

Q  Just  paraphrase  it,  will  you  please,  and  tell  me  the  method. 

A  It's  based  upon  a  percentage  of  the  gross  income  from  sales 

of  electricity,  from  energy  produced  within  the  state. 

Q  And  where  must  the  energy  be  used? 

A  Subject  to  question,  I  believe  that  energy  must  be  used  within 
the  state  of  Montana. 

Q  Absolutely  must  be  used  within  the  state  of  Montana  before  we 
can  levy  the  tax,  right? 

A  That  is  correct,  and  that  is  the  way  I  have  computed  it,  and 
so  stated  in  my  testimony  on  page  15. 

Q  Where  did  you  get  the  figures  on  how  much  they're  going  to  use? 
Who  did  you  get  that  from,  the  applicants,  or  did  you  figure 
that  out  yourself? 

A  That  information  was  obtained  from  the  applicants  as  a  per¬ 
centage  of  the  project  being  used  by  the  individual  utilities. 
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Q  Yes,  but  you  make  a  leaping  assumption  that  they're  going  to 
use  30%  of  the  power  that  they  produce  because  they  own  it  in 
Montana,  and  the  testimony  here  isn't  that.  How  much  power 
are  they  going  to  use  from  Colstrip  3  in  the  year  1981  in  Mon¬ 
tana? 

A  30%. 

Q  That  isn't  the  testimony  that  has  gone  on  here  before,  weren't 
you  informed?  Didn't  they  tell  you  that  they  are  not  going 
to  use  that  in  Montana?  Didn't  anybody  tell  you  that,  Doctor? 

A  That  is  the  basis  of  my  calculations. 

Q  Yes,  I  know  what  the  basis  is,  but  you've  got  to  make  this 

realistic  and  honest  and  true,  and  you  took  an  oath  that  what 
you  produced  in  your  testimony  and  exhibits  was  true,  but  Doc¬ 
tor,  you're  making  a  fallacious  assumption,  because  the  fact 
presented  here  is  that  they're  not  going  to  use  30%  of  that 
power  in  Montana  in  1981. 

MR.  BELLINGHAM:  We  object  on  the  ground  that  it 
assumes  evidence  not  in  evidence,  and  facts  not  in  evi¬ 
dence. 

MR.  CUMMINS:  Well,  I'll  challenge  the  record,  then, 
Mr.  Bellingham,  because  Mr.  Hofacker  and  all  the  rest  of 
them  have  said  what  they're  going  to  use. 

HEARING  EXAMINER:  That  was  rather  a  long  question, 
though,  for  an  answer,  I  think. 

MR.  BELLINGHAM:  It  wasn't  a  question.  It  was  a 
speech  again. 

MR.  CUMMINS:  And  there  will  be  more. 

MR.  BELLINGHAM:  I'm  sure  there  will  be,  on  the 
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basis  of  past  performance. 

Q  You  just  make  the  assumption  that  because  they  own  30%  of  the 
power,  they  are  going  to  use  30%  of  the  power,  don't  you? 

A  I  state  the  assumptions  for  the  calculations  and  proceed  with 
those  calculations.  If  any  of  those  assumptions  are  subject 
to  change,  of  course  the  final  computations  of  tax  revenues 
will  be  subject  to  change. 

Q  The  answer  is  yes,  isn't  it? 

A  That  is  the  basis  of  my  calculations,  and  it  is  so  stated. 

Q  Well,  Doctor,  is  this  a  hearing  on  the  application  for  Col- 

strip  1  and  2,  or  on  3  and  4? 

A  On  3  and  4 . 

Q  Then  will  you  tell  me  for  what  reason  or  purpose,  except  self- 
aggrandizement  and  embellishment,  you  have  included  the  tax 
revenues  that  are  attributable  to  Colstrip  1  and  2  in  your 
Exhibit  No.  27? 

A  For  comparative  analysis. 

Q  What  are  you  comparing,  apples  and  lemons? 

A  No,  I'm  comparing  revenues  from  3  and  4  to  revenues  from  1  and 

2. 

Q  For  what  purpose,  to  establish  validity  for  the  figures  that 
you  give  for  3  and  4? 

A  For  information,  comparison  and  different  tax  revenues  from 
different  projects. 

Q  Just  an  embellishment,  isn't  it? 

A  If  you  want  to  use  the  word  embellishment.  I  say  it's  subjec¬ 
tive  presentation  of  information  so  a  comparative  analysis  can 
be  made  by  the  reviewer  of  that  chart. 
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Now,  on  the  severance  taxes,  Doctor,  how  do  you  compute  the 
severance  taxes  on  the  coal? 

Severance  tax  statement  bases  are  stated  on  page  14  of  the 
written  testimony,  which  is  30%  of  the  value  per  ton. 

Or  thirty-four  cents? 

Whichever  yields  the  greater  amount  of  tax. 

Oh  no,  Doctor,  oh  no,  because  Western  Energy  has  the  right  to 
set  the  price. 

The  price  is  set  by  the  competitive  market  place. 

Is  that  why  they  didn't  sell  the  coal  or  opt  to  sell  the  coal 
to  Pacific  Power  and  Light  for  their  Boardman  plant  at  the 
competitive  price? 

That  issue  is  outside  the  realm  of  my  testimony. 

Yes,  as  a  lot  of  things  appear  to  be,  Doctor,  isn't  that  right'’ 
MR.  BELLINGHAM :  We  move  that  the  remark  be  stricken, 
HEARING  EXAMINER:  It  will  be  stricken. 

Well,  they  set  the  contract  price,  don't  they? 

Yes,  they  do. 

You  bet,  and  that,  under  the  law,  becomes  the  value,  doesn't 
it? 

Yes,  it  does  --  of  course,  subject  to  tax  audit. 

What  do  you  mean  by  that,  that  the  Revenue  Department  of  the 
State  of  Montana  can  say  that  you're  not  getting  enough  money 
for  your  coal,  and  we  think  you  should  get  this  because  this 
is  the  going  price,  and  therefore,  you  didn't  get  it,  but 
we're  going  to  tax  you  on  what  you  should  have  got?  Is  that 
what  you're  saying? 

I'm  sure  that  such  procedures  could  be  instituted. 
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Where?  Wnat  authority?  Site  me  the  statute,  tell  me  the  law. 
Give  me  the  rule  or  regulation  that  gives  you  that  basis. 

I  don't  know  a  specific  citation.  I  said  I  thought  such  a 
procedure  could  be  instituted. 

It  never  has  been,  has  it,  in  Montana,  or  don't  you  know  that 
much  about  Montana? 

I  don't  know  if  that  has  been  instituted  in  this  state  or  not. 
Tell  me,  why  is  the  labor  force  for  the  production  of  coal  go¬ 
ing  to  decline? 

Economies  of  scale.  It's  the  old  case  that  two  men  can  prob¬ 
ably  produce  more  than  twice  as  much  coal  as  one  man  because 
of  efficiency  in  operation  and  equipment  —  economies  of  scale 
Mr.  Cummins. 

So  you  don't  know  how  many  people  are  going  to  be  employed? 

If  there  are  a  bunch  of  Chinese  coolies  down  there  digging 
that  with  pick  and  shovel,  there  would  be  a  lot  of  people,  but 
if  buy  one  great  big  10-yard  Bucyrus  Erie  Little  Giant,  you'd 
let  everybody  go.  You  don't  need  that  many  people  to  dig  out 
the  coal ,  do  you? 

HEARING  EXAMINER:  That's  an  assumption 
Isn't  that  right,  Doctor? 

The  method  of  operation  affects  the  amount  of  coal  produced 
and  the  amount  of  people  required  to  do  it. 

And  you  have  said  in  your  statement  that  the  equipment  used  is 
a  variable,  isn't  it? 

Yes,  it  is. 

So  the  equipment  used,  also,  is  a  variable  in  the  taxes.  What 
did  you  assume  they  were  going  to  use  for  equipment  to  mine 
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with  down  there,  and  who  gave  you  the  information? 

Standard  Industry  Equipment,  and  the  information  was  obtained 
through  the  taxes  offices  of  Montana  Power  Company. 

And  the  Montana  Power  Company,  through  Western  Energy,  told 
you  what  kind  of  equipment  they're  going  to  use? 

Yes . 

How  many  shovels  are  they  going  to  have  in  1985? 

I  don't  know  by  number. 

Well,  somebody  must,  because  you  use  that  as  a  projection  in 
arriving  at  the  number  of  people  that  are  going  to  be  employ¬ 
ed.  You  showed  a  drop  in  employment.  You  show  a  drastic 
drop  in  employment  by  your  graph,  don't  you? 

Yes,  I  do. 

So  then  you  must  have  assumed  they're  goir.g  to  get  a  bunch 
more  equipment  to  use? 

Yes,  more  equipment,  more  productive  manpower,  reduction  of 
administrative  force. 

And  what's  to  stop  them  from  getting  more  equipment  than  the 
assumption  that  you  took,  and  having  a  smaller  work  force,  and 
cutting  it  in  half  again? 

The  investment  and  the  availability  of  that  capital  equipment. 
You're  saying  it's  not  available? 

Perhaps  could  not  be;  perhaps  could  not  be  financed  by  the 
company. 

Merely  sheer  speculation  on  your  part  this  morning,  isn't  it? 
Mere  speculation  on  your  part  in  saying  that  the  productivity 
levels  could  be  decreased  by  decreasing  manpower  and  increas¬ 
ing  capital  equipment. 
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Isn't  that  so?  Isn't  that  a  basis  of  Economics  11-A,  the  be¬ 
ginning  in  Economics? 

That  was  rhe  principle  that  I  stated  when  you  first  asked  the 
question  about  manpower  levels  and  the  production  of  coal. 

But  I'm  not  going  into  your  economy  education,  and  you  had  a 
course  in  basic  economics,  and  in  basic  economics,  that's  it: 
invest  more  capital,  get  more  equipment,  have  fewer  workers, 
right? 

No,  I  don't  think  that's  an  operating  philosophy.  I  think 
that  that  is  one  alternative  which  is  available  in  a  free  com¬ 
petitive  enterprise  system  in  a  country.  There  are  a  multi¬ 
tude  of  variations  that  can  be  imposed  upon  that  procedure. 

It's  a  reality  of  life,  though,  isn't  it? 

It's  a  possible  course  of  action. 

Are  you  aware  of  the  operation  of  the  Berkeley  Pit  in  Butte, 
Montana,  and  what's  happened  over  there  over  the  years  with 
the  work  force  by  reason  of  investment  of  capital  in  equipment? 
Yes,  sir. 

They  got  more  machines,  and  they  got  less  men,  right? 

Perhaps  on  that  site.  Perhaps  what  you  have  there,  Mr.  Cum¬ 
mins,  is  a  displacement  of  employment,  but  instead  of  having 
people  working  in  Berkeley  Pit  in  Butte,  you  have  people  manu¬ 
facturing  equipment  for  General  Motors  to  produce  the  equipment 
to  mine  the  copper  out  of  the  Berkeley  Pit. 

But  they're  not  located  --  General  Motors  isn't  located  in 
Montana  making  equipment,  or  LeTourneau  or  Caterpillar,  or 
anybody  else. 

It's  a  free  society  and  man  is  willing  and  able  to  move  where 


-3278- 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 


and  what  he  wants  to  in  order  to  obtain  his  livelihood. 
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Yes,  but  we're  talking  about  the  applicants  here,  and  what's 
going  to  happen  to  the  work  force,  and  you've  projected  a  re¬ 
duction  in  work  force  with  a  productivity  increase  in  coal 
production. 

A  reduction  of  work  force,  perhaps,  from  one  year  to  the 
other,  but  the  total  work  force  from  the  base  that  we  are 
operating  from  now  is  a  substantial  increase,  and  if  you're 
concerned  about  employment  — 

Oh,  that's  all  you're  concerned  about? 

I  said,  if  you  are  concerned  about  the  employment  levels,  the 
employment  levels  in  1980  are  much,  much  higher  than  in  1976. 
That's  true.  What  kind  of  people  run  this  equipment?  Are 
those  the  operating  engineers? 

Yes,  in  part. 

What  do  you  mean,  in  part? 

There  will  be  other  peripheral  support  personnel  required,  alsc . 
Do  you  know  whether  the  operating  engineers  are  allowed  to 
perform  the  mechanical  repairs  on  those  machines,  or  whether 
you  have  to  be  a  member  of  the  machinists'  union? 

I  believe  the  latter. 

What  if  you  were  in  error  in  Montana? 

The  amount  of  work  required  to  be  done  is  still  the  same. 

But  the  rate  of  pay  is  a  lot  different.  Doctor,  three  bucks  an 
hour.  We  know  that  guys  have  to  do  that  much  more  work,  but 
what  you  pay  them  is  what  counts  in  this  country..  Now,  what 
unions  have  contracts  with  Western  Energy  for  the  operation  of 
the  mining  facilities? 
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I'm  not  involved  in  labor  management  relationships  with  pro¬ 
duction  of  coal  at  Colstrip. 

But  you  made  an  assumption  as  to  how  much  they  are  going  to 
get  paid,  and  what  union  they  belong  to  makes  a  determination 
as  to  how  much  money  they're  going  to  get,  isn't  that  right? 

We  were  using  the  wage  scales  that  were  in  effect  at  the  time 
the  analyses  were  done. 

I  understand  that  and  you  got  that  from  Western  Energy..  They 

i 

told  you,  didn't  they? 

That's  correct.  They  know  their  operations  better  than  you  or 
I  do,  and  they  know  that  their  prevailing  wage  rates  are  a 
certain  amount,  and  those  amounts  are  the  amounts  that  we 
used  to  calculate  projected  revenues. 

Exactly,  and  isn't  that  why  they  should  be  here  testifying  to 
this  rather  than  you,  Doctor,  because  they  know,  and  you 
don't,  isn't  that  right? 

MR.  BELLINGHAM:  We  move  that  the  question  be  strick¬ 
en  on  the  grounds  that  it's  argumentative,  and  object 
accordingly . 

MR.  CUMMINS:  Mr.  Hearings  Officer,  I  am  building 
this  as  a  basis  for  objection  to  foundation  of  the  intro¬ 
duction  of  any  of  these  exhibits  by  this  witness,  as  no 
proper  foundation  having  been  laid  or  no  qualifications 
having  been  shown  for  the  preparation  or  introduction  of 
these  exhibits.  I  believe  that  question  should  be 
answered . 

HEARING  EXAMINER:  I  think  he's  explained  where  he 
got  the  information  from,  but  he  can  answer  that  questior , 
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as  long  as  we  don't  pursue  it  indefinitely,  all 
morning. 
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They  know  more  about  it  than  you  do,  and  they  should  be  here 
telling  this  rather  than  you,  isn't  that  right,  Doctor? 

I  think  that's  a  judgment.  I've  stated  a  basis  for  my  calcula 
tions  and  presented  the  calculations. 

But  you  didn't  prepare  the  base  line  material.  You  didn't 
prepare  the  underlying  stuff,  and  you  said  that,  didn't  you? 

MR.  BELLINGHAM:  We  object  on  .  gx'ounds  of  repetition. 
HEARING  EXAMINER:  That's  repetitious.  Sustained. 
Doctor,  it  was  reported  in  Newsweek  in  February  of  last  year 
that  Westinghouse  lost  approximately  $76,000,000  in  the  fourth 
quarter  of  1974.  Can  you  tell  me,  Doctor,  whether  or  not  a 
firm,  losing  that  much  money,  forced  with  the  promise  of  a 
big  turbine  contract  with  the  applicants  here,  can  do  an  ob¬ 
jective  and  impartial  analysis  for  the  applicants  who  promised 
to  buy  those  turbines? 

I  don't  understand  the  relevancy  of  that  question.  The 
material  -- 

I  just  asked  you  the  question  -- 

MR.  BELLINGHAM:  Let  him  finish  his  answer,  if  you 
would,  please. 

I  don't  understand  how  the  relevancy  of  the  financial  status 
of  my  corporation  affects  the  individuals  and  operations  of 
my  department  and  my  presentations  here  today.  We  are  not  in¬ 
volved  in  any  manner,  way,  or  form,  with  the  awarding  of  the 
turbine  generator  contract  within  that  corporation. 

Yes,  but  you're  all  one  big  corporation,  Doctor,  and  I  just 
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asked  you  whether  you  could  do  an  objective  and  an  impartial 
analysis  for  the  applicants  under  those  circumstances? 

A  Yes,  I  could,  period. 

Q  Thank  you.  Doctor,  your  analysis  that  has  been  done  here  by 
Westinghouse ,  is  all  in  economic  terms,  is  it  not? 

A  Which  analysis? 

Q  Your  analysis  and  your  testimony  is  in  economic  terms,  is  it 
not? 

A  A  major  portion  of  it  is  economics  terms,  if  you're  referring 
to  dollars,  yes. 

Q  Thank  you. 

MR.  CUMMINS:  No  further  questions. 

HEARING  EXAMINER:  Mr.  Meloy? 

MR.  MELOY:  I  was  waiting  for  the  witness  to  put 
his  calculations  on  the  board,  Mr.  Examiner. 

HEARING  EXAMINER:  Well,  you  have  your  opportunity. 

Cross,  by  Northern  Cheyenne  Tribe,  Inc. 

By  Mr.  Meloy : 

Q  Mr.  Beisel,  how  old  are  you? 

A  I  am  3  4 . 

Q  From  your  statement,  you  got  your  PhD  in  chemical  engineering 
in  1971.  Is  that  from  the  University  of  Pittsburgh? 

A  Yes,  sir,  that's  stated. 

Q  And  then,  during  1971  and  1972,  you  stayed  at  the  University 

of  Pittsburgh  and  did  some  modeling  work,  modeling  of  indus¬ 
trial  systems.  What  kind  of  industrial  systems? 
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A  We  were  looking  at  generic  industrial  systems  in  third  world 
countries;  specifically,  we  were  looking  at  soy  bean  oil  pro¬ 
duction  plants  in  India. 

Q  Were  you  looking  at  mine-mouth  generation  plants? 

A  Not  as  an  entity  unto  itself;  the  techniques,  procedures,  were 
applicable  to  different  kinds  of  industries,  different  kinds 
of  projects. 

Q  How  about  strip  mines,  as  an  industrial  system? 

A  As  an  industrial  system  of  the  components  that  we  were  analyz¬ 
ing,  yes. 

Q  You  did  look  at  strip  mines? 

A  No,  sir;  I  said  generic  concepts  were  exactly  the  same. 

Q  When  you  went  to  work  for  Westinghouse ,  and  incidentally,  your 
statement  doesn't  tell  us  that;  when  did  you  go  to  work  for 
Westinghouse? 

A  1972. 

Q  1972? 

A  Yes,  sir. 

Q  It  says  you  were  teaching  at  the  University  of  Pittsburgh  do¬ 
ing  modeling  in  1972? 

A  1972  is  about  twelve  months  long;  I  joined  Westinghouse  on 
August  1. 

Q  August  of  '72? 

A  Yes,  sir. 

Q  And  then  you  were  retained  to  do  this  study  in  February  of  '73 
Did  you  use  any  of  the  modeling  that  you  did  at  the  University 
of  Pittsburgh  to  do  your  impact  analysis  in  this  case? 

A  We  used  several  of  the  same  kinds  of  concepts,  Mr.  Meloy;  we 
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did. 


Q  Was  this  your  first  application  of  those  concepts  to  the  real 
world? 

A  No,  there  were  other  test  cases,  exact  ones,  that  I  cannot  ex¬ 
plicitly  recall. 

Q  Did  any  of  them  have  to  do  with  mine-mouth  steam  generation 
plants? 

A  No. 

Q  How  about  strip  mines? 

A  No. 

Q  How  about  transmission  line  quarters? 

A  Not  specifically.  The  input  requirements  were  the  same,  re¬ 

gardless  of  the  type  of  project.  If  we  were  calculating  demo¬ 
graphic  projections  or  fiscal  revenues,  it  mattered  not  what 
the  individual  project  was,  but  the  kinds  of  analyses  and  the 
kinds  of  inputs  and  outputs  available  and  desired,  remained 
the  same. 

Q  You  had  some  folks  working  for  you  with  backgrounds,  you  say, 
in  sociology  and  social  psychology.  Then,  when  we  look  at 
your  statement,  we  find  the  name,  David  Myhra.  What  is  his 
background? 

A  He  has  a  Master's  degree  in  economics  and  pursuing  doctoral 
studies  in  urban  planning. 

Q  He  wasn't  your  sociological  expert,  then,  I  take  it? 

A  No,  sir,  he  was  not. 

Q  How  old  is  he? 

A  He  is  about  34  or  35. 

Q  What  was  his  prior  experience  before  he  started  working  in 
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February  of  1973  on  this  project? 


He  was  involved  doing  similar  kinds  of  studies  on  several 
other  projects. 

Which  ones? 

One  that  I  can  perhaps  remember  was  synthetic  natural  gas 
plant,  Tucson  Gas  and  Electric;  other  specific  ones  I  can't 
recall  off-hand. 

Those  are  economic  aspects  and  urban  planning  aspects  of  those 
plants? 

That's  correct;  that  was  his  role.  He  was  also  involved  in  th 
Four  Corner  Study  in  the  southwest,  as  well  as  transmission 
line  routing  for  Tucson  Gas  and  Electric  across  the  state  of 
Arizona . 

When  did  you  complete  your  work  on  this  study?  I'm  referring, 
when  I'm  talking  about  study,  I  guess  you  were  the  one  that 
was  responsible  for  socioeconomic  aspects;  and  when  I  ask  you 
about  study,  I'm  referring  to  the  socioeconomic  aspects. 

When  did  you  complete  your  work  of  the  socioeconomic  impact 
of  units  3  and  4? 

We  completed  analysis  for  publication  of  the  applicants  en¬ 
vironmental  report  in  November  of  '73.  There  were  subsequent 
updates  and  further  assessments  of  data  done  during  1975. 

Did  you  know  at  an  earlier  time  what  the  results  would  be, 
earlier  than  November  of  '73? 

We  had  done  a  lot  of  preliminary  studies  during  the  summer  of 
' 73 ,  yes . 

During  the  summer  of  '73? 

Yes,  and  fall. 
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And  fall,  after  June  of  '73 


Yes . 


Did  you  know  what  the  results  would  be  in  August  of  1973,  the 
results  you  ultimately  published? 

We  did  not  have  them  completely  compiled,  no.  We  had  an 
indication  of  the  kinds  of  people  and  the  numbers  of  people 
that  would  be  required. 

I'm  sorry? 

We  had  an  indication  of  the  kinds  and  number  of  people  and 
financial  impact  that  would  be  involved.  We  had  not  finalized 
our  analysis. 

By  that  time,  you  knew  the  kinds  of  people,  but  you  didn't 
know  what  the  impact  would  be? 

That's  correct. 

When  did  you  know  what  the  impact  would  be? 

We  made  projections  of  impact  then,  in  the  fall  of  '73,  for 
publication  in  the  applicants'  environmental  analysis. 

Did  you  tell  the  applicants  anything  about  your  results  prior 
to  that  time? 

Yes,  of  course. 

When? 

Continuously,  during  the  summer  and  fall  of  1973. 

But  you  just  told  me  you  didn't  know  what  the  results  would 
be  in  terms  of  the  impact  until  just  before  you  did  your 
publication . 

We  had  results  of  data  analysis  done  during  the  summer  and 
fall  of  '73,  and  those  were  transmitted  to  the  applicants. 

What's  the  earliest  date  the  applicants  knew  about  your  result^? 
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I  believe  the  first  preliminary  report  was  issued  in  April  or 
May  of  ' 73 . 

Well,  now  we're  back  to  April  and  May.  You  told  me  earlier 
that  June  --  that  you  didn't  have  any  preliminary  reports  un¬ 
til  summer.  Does  that  include  April  and  May? 

Yes,  I  was  referring  to  that  at  that  time. 

Then  you  told  me  that  you  didn't  know  what  the  impact  would  be 
until  the  fall.  Does  that  include  April  and  May? 

No,  it  does  not. 

Well,  my  question  is,  when  did  you  find,  and  when  did  you 
tell  the  applicants  about  the  impacts  of  the  proposed  plants 
on  the  demographic  features  that  you'd  found  in  the  summer? 

In  early  fall  of  1973,  September  or  October. 

All  right.  When  you  were  being  cross-examined  by  Mr.  Cummins, 
counsel  here  were  all  distributed  copies  marked  as  Applicants' 
Exhibit  No.  221.  Do  you  have  a  copy  of  that? 

Not  before  me,  no,  I  don't.  I'm  familiar  with  the  exhibit. 

You  are  familiar  with  the  exhibit?  What  is  it? 

This  is  a  series  of  correspondence  and  meeting  notes  of  actions 
instituted  by  the  Environmental  Systems  Department  with  respect, 
to  the  pertinent  Indian  tribes  in  Montana,  expressing  our  con¬ 
cern  for  having  their  involvement  in  a  project,  and  having 
their  input  into  the  analysis.  It  starts  with  a  series  of 
letters  and  meetings  in  early  1973. 

Letters  coming  from  Mr.  Terrill? 

Mr.  Terrill,  yes,  sir. 

Any  letters  in  here  from  you? 

None. 
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Q  Who  is  Mr.  Terrill? 

A  His  signature  block  is  stated  on  the  letter.  He's  the  manager 
of  special  projects,  for  our  department. 

Q  What  does  he  do? 

A  He  was  responsible  for  inter-agency  government  contracts  and 
liaison . 

Q  Is  inter-agency  government  contracts  synonymous  with  inter¬ 
face? 

A  Excuse  me,  you're  mumbling,  and  I  can't  hear  your  words. 

Q  Is  Inter-governmental  communications  synonymous  with  inter¬ 
face? 

A  Yes,  sir. 

Q  So  what  this  series  of  correspondence  tells  us,  is  everything 
we  need  to  know  about  communications  with  other  governments, 
right? 

A  No,  sir,  not  everything. 

Q  Not  everything? 

A  No,  sir. 

Q  What's  excluded? 

A  Other  government  contacts  with  other  agencies.  This  is  per¬ 
tinent  to  Indian  actions  which  were  instituted  by  -- 

Q  Does  it  contain  all  --  excuse  me,  go  ahead  and  finish. 

A  I  am  finished. 

Q  Does  it  include  all  the  correspondence  which  demonstrates 
your  communication  with  Indian  tribes? 

A  To  the  best  of  my  knowledge,  yes. 

Q  How  would  you  know  whether  it  dod  or  not? 

A  Because  this  would  be  the  complete  record  which  would  be  in  ou 
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file,  and  they  were  extracted  therefrom. 

From  Mr.  Terrill's  files? 

No,  sir,  from  project  files. 

Who  would  know  whether  they  were  complete^  Who  could  tell 
us  that?  Mr.  Terrill? 

If  he  was  the  only  author  of  letters,  yes.  If  others  were 
authors  of  letters,  you  would  have  to  speak  to  somebody  else, 
but  all  letters  authored  were  placed  in  our  individual  project 
files,  and  this  was  the  set  of  letters  in  the  project  files 
relating  to  this  topic. 

Who  dug  them  out? 

Say  it  again,  please. 

Who  dug  these  letters  out? 

This  was  done  by  our  staff. 

Who? 

I  don't  know  specifically. 

He  would  know  whether  we've  got  everything,  wouldn't  he? 

He  would  know  if  he  got  everything  which  was  in  the  files,  yes. 
Everything  that  related  to  the  inter-face  with  the  tribes? 

Yes . 

You  said  you  were  familiar  with  this  correspondence? 

Yes . 

You  will  then  recall  that  the  thrust  of  these  letters  seems  to 
be  --  well,  what's  the  thrust  of  these  letters?  What  is  Mr. 
Terrill  trying  to  accomplish  by  writing  these  letters? 

He's  trying  to  display  a  sense  of  cooperation  and  a  willingness 
to  receive  inputs  from  the  various  Indian  tribes  through 
working  with  the  Bureau  of  Indian  Affairs,  as  well  as  the 
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individual.  Indian  tribes  themselves,  and  the  correspondence 
from  the  individual  Indian  tribes  reflects  that  concern. 

Q  What  correspondence  do  we  have  in  here  from  the  Northern 
Cheyenne? 

A  There  are  several  letters  in  here  from  the  Northern  Cheyenne, 
from  Mr.  Rowland. 

Q  Perhaps  you  should  get  the  exhibit  so  that  you  can  point  them 
out  to  me,  sir. 

(WITNESS  COMPLIES.) 


A  letter  on  June  29,  1973,  from  Mr.  Terrill  to  Mr.  Alonzo 
Spang,  Superintendent  of  Northern  Cheyenne  Agency  at  Lame  Deer 
Wait  a  minute.  My  question  was,  how  many  letters  did  you  get 
from  the  Northern  Cheyenne?  I'm  not  talking  about  the  Bureau 
of  Indian  Affairs,  and  I'm  not  talking  about  Mr.  Terrill.  I 
want  to  know  how  many  letters  you  got  from  the  Northern  Cheyenne 

A  I  don't  believe  there  are  any  in  this  document. 

Q  Okay.  Now,  tell  us  about  the  letter  of  Mr.  Terrill  to  Mr. 

Spang,  and  tell  us  about  his  answer. 

A  That  letter  is  part  of  the  exhibit. 

Q  Well,  what  does  it  say? 

A  It  forwards  a  copy  of  the  letter  to  Mr.  Rowland,  Northern 

Cheyenne  Tribal  Council,  saying  that  such  affairs  have  been 
discussed  with  BIA  in  Billings. 

3  Where  do  you  see  the  reference  of  the  letter  from  Mr.  Rowland? 

A  To  Mr.  Rowland. 

Q  Oh,  to  Mr.  Rowland. 

A  Which  is  on  the  next  page. 
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Q  Where  is  Mr.  Rowland's  response? 

A  I  see  none  from  Mr.  Rowland. 

Q  There  are  a  number  of  other  documents  in  here,  apparently, 

for  example,  the  one  on  the  very  front  labeled,  "Trip  Report." 
What  is  that? 

A  That  is  a  report  of  actions  taken  on  a  meeting  ---  attendees, 
purpose,  place  are  stated,  as  well  as  actions  done. 

Q  Where  is  the  trip  report  for  the  Crows;  it's  on  the  cover, 
right? 

A  Say  again,  please? 

Q  The  trip  report  when  you  talked  to  the  Crows  is  on  the  cover, 
right,  of  this  exhibit? 

A  I  don't  understand  the  question. 

Q  These  documents  which  are  not  letters  are  reports  made  by 
Westinghouse  Electric  Corporation's  Environmental  Systems 
Department,  and  they  purport  to  tell  us  what  the  results  of 
the  discussions  with  the  various  tribes  were;  isn't  that 
right? 

A  Yes. 

Q  Is  there  a  trip  report  in  here  for  the  Crow  tribe? 

A  Yes,  sir,  there  is. 

Q  Is  there  a  trip  report  telling  us  the  results  of  the  meeting 
with  the  Salish-Kootenai? 

A  Yes,  sir,  there  is. 

Q  Is  there  a  trip  report  telling  us  the  results  of  the  meeting 
with  the  Northern  Cheyenne? 

A  No,  sir,  there  is  not. 

Q  Why? 
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A  That's  documented  in  the  environmental  analysis. 

Q  Did  you  ever  meet  with  the  Northern  Cheyenne? 

A  Members  of  my  staff  did;  yes,  sir. 

Q  No,  did  Mr.  Terrill  and  his  people  ever  meet  with  them,  like 

they  met  with  the  Crows  and  the  Salish? 

A  I  don't  believe  that  Mr.  Terrill  did;  no,  I  don't  believe  that 
he  did. 

Q  Okay.  My  question  is  why  didn't  he;  do  you  know? 

A  Why  he  did  not  personally? 

Q  Yes,  why  his  people  -- 

A  Members  of  our  staff  did  meet  with  the  Northern  Cheyenne. 

Q  No,  I'm  talking  about  the  people  under  Mr.  Terrill,  people 
under  the  Special  Projects  Division? 

A  The  people  which  are  attendees  and  distributions  on  — 

Q  Did  any  of  the  people  working  for  Mr.  Terrill  under  the 

Special  Projects  Division  have  a  meeting  with  the  Cheyennes 
like  they  did  with  the  Crows  and  the  Kootenai-Salish? 

A  At  the  time  this  project  was  conducted,  Mr.  Terrill's  assign¬ 
ment  as  manager,  special  projects,  was  a  staff  assignment, 
and  had  personnel  reporting  to  him  so  that  all  the  people  that 
were  responsible  and  issued  these  trip  reports  and  were  pre¬ 
sent  at  those  meetings  were  other  members  of  our  staff  in  our 
department;  and  I  had  just  said,  then,  that  there  were  people 
from  our  staff  that  had  met  with  the  Northern  Cheyennes. 

Those  visits  are  so  documented  in  the  environmental  analysis. 

Q  Why  are  those  documented  in  the  environmental  analysis  and 
these  aren't;  what's  the  difference? 

A  Perhaps  proximity  to  the  project,  express  of  concern,  actions 
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required  —  followup  actions. 

Q  With  regard  to  followup  actions,  what  followup  actions  did 
you  do  with  the  Northern  Cheyenne  after  you  wrote  your 
November  1973  report? 

A  Our  department  had  no  followup  actions. 

Q  None? 

A  Our  department  had  none;  the  applicants  have  made  numerous 
followup  actions’,  in  part  precipitated  by  our  actions  and 
conversations.  This  involves  employment  of  personnel  at  the 
worksite,  as  well  as  job  training  programs,  and  a  willingness 
to  provide  jobs  and  job  training  programs. 

Q  But  we're  talking  about  socioeconomic  impacts;  you're  telling 
me  -- 

A  Employment  of  those  Indians  upon  the  project  constitutes  socio 
economic  impact. 

Q  Well,  now  wait  a  minute.  My  question  was,  you've  got  some  data 
in  your  report  telling  us  about  socioeccnomic  impacts,  and  you 
got  that  information  with  interviews  of  purported  tribal  coun¬ 
cil  members;  isn't  that  right? 

A  That's  correct. 

Q  Okay.  Now  what  I  want  to  know  is,  after  you  published  that, 
did  you  do  any  further  socioeconomic  studies  with  regard  to 
the  data  that  you  found  out  about  in  '73? 

A  Specific  quantitative  studies;  no,  sir. 

Q  Did  you  have  any  contacts  with  them,  you  as  the  chief  studier? 

A  No,  we  did  not. 

Q  In  fact,  you  sent,  according  to  your  report,  David  Myhra  to 
do  interviews;  David  Myhra,  who  is,  as  we  were  told  earlier, 
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an  economist  and  an  urban  planner.  But  you  told  him  to  go 
find  out  what  the  sociological  impacts  might  be,  and  he  did 
some  interviews;  isn't  that  right? 

A  Yes,  he  did. 

Q  What  questions  did  he  ask? 

A  Concerns  about  the  project,  employment  opportunities,  impact 
upon  the  project  and  the  Indians  —  their  abilities  to  be 
accommodated  in  the  Colstrip  school  systems  --  facilities 
which  could  be  provided. 

Q  Who  did  he  talk  to? 

A  Those  are  documented  in  the  applicants'  environmental  analysis. 

Q  Who  are  they? 

A  Those  contacts  were  with  Mr.  Beartusk,  Mr.  Rowland,  and  Mr. 
Horn . 

Q  Is  Mr.  Beartusk  a  tribal  council  member? 

A  To  the  best  of  my  knowledge,  he  is. 

Q  He  is? 

A  To  the  best  of  my  knowledge. 

Q  How  about  Mr.  Horn? 

A  Yes,  sir. 

Q  He  is  a  tribal  council  member? 

A  No,  I'm  sorry;  he  is  not  reported  to  be  a  tribal  council  mem¬ 
ber. 

Q  So,  the  only  reference  that  you  have  to  a  tribal  council  mem¬ 
ber  is  an  interview  with  Mr.  Rowland;  what  did  Mr.  Rowland 
tell  us? 

A  About  his  support  for  the  project  at  the  time. 

Q  Is  that  what  he  told  you;  that's  not  how  you've  got  it 
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documented.  In  fact,  we've  already  discussed  that  earlier. 

Mr.  Martens  apparently  told  you  that,  but  then  you  decided 
that  that  wasn't  the  correct  footnote,  isn't  that  right?  Mr. 
Martens  is  a  banker  in  Hardin? 

A  Yes,  I  believe  there  was  some  concern  about  that  footnote. 

Q  Would  Mr.  Martens,  a  banker  in  Hardin,  know  anything  about 

the  Northern  Cheyennes'  feeling  toward  Colstrip? 

A  Yes,  he  could. 

Q  How? 

A  You  and  I  could,  too. 

Q  How? 

A  By  association,  by  listening,  by  hearing,  by  observing. 

Q  Do  you  know  whether  the  Northern  Cheyenne  Council  does  any 

business  with  Mr.  Martens? 

A  No,  I  don't  know  that. 

Q  Is  Mr.  Martens  on  the  Northern  Cheyenne  Tribal  Council? 

A  I  don't  believe  so,  but  he's  a  member  of  the  community  and 

very  involved  in  community  activities,  and  aware  of  activities 
within  his  community. 

Q  Which  community? 

A  I  believe  it's  Forsyth. 

Q  I'm  trying  to  find  the  reference  to  Mr.  Rowland's  statement. 
It's  listed  as  footnote  No.  18? 

A  Page  2-147,  Section  2. 8. 4. 4. 4. 

Q  Where  in  that  paragraph  does  it  say  that  Mr.  Rowland  said  to 
Mr.  Myhra  that  he  supported  the  plan? 

A  It  doesn't  say  that.  I  was,  perhaps,  in  error. 

Q  On  page  2.140  of  your  report,  you  say  there  are  two  potentially 


-3295- 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 


negative  affects  from  construction  of  the  two  plants.  The 
first  one,  you  say,  are  costs  incurred  at  the  site  and  local 
levels  to  provide  necessary  services  to  the  Colstrip  area; 
does  that  include  the  community  surrounding  Colstrip? 

A  Yes,  it  does. 

Q  Secondly,  you  say  the  potential  disruption  of  the  lifestyles 
and  social  organization  of  the  area;  what  do  you  know  about 
the  lifestyle  and  social  organization  of  the  Northern  Cheyenne, 
you  as  the  person  namely  responsible  for  the  socioeconomic  im¬ 
pact  study? 

A  I  know  some  facts. 

Q  What? 

A  Size,  income,  lifestyle,  economic  -- 

Q  Size? 

A  Size,  population  on  the  reservation,  size  of  the  reservation, 
what  their  economy  is  based  upon. 

Q  How  many  people  on  the  reservation? 

A  Approximately  2,100. 

Q  Two  thousand  one  hundred?  How  many  of  those  people  work  on 
the  reservation?  How  many  of  those  people  are  unemployed? 

How  many  of  those  people  are  employed? 

HEARINGS  EXAMINER:  One  question  at  a  time  might  be 
helpful  in  getting  answers. 

Q  I'm  sorry;  do  you  know  any  of  those  answers? 

A  Data  now, I  do  not  know  a  breakdown  on  that. 

Q  What  do  you  know  about  the  Northern  Cheyenne  culture? 

A  They  are  tr ibal-oriented. 

Q  I'm  sorry? 
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A  Tribal- oriented. 

Q  Tribal-o riented?  Are  you  asking  me  a  question;  would  you  like 
me  to  re-state  my  question? 

A  Yes. 

Q  Do  you  suspect  the  Northern  Cheyenne  tribal  culture  might  be 
different  from  the  culture  which  exists  in  eastern  Montana 
among  non-Indians? 

A  Yes . 

Q  Okay.  Tell  me  about  some  of  those  differences? 

A  Educational  levels. 

Q  Higher,  lower? 

A  Lower. 

Q  What  does  that  have  to  do  with  culture?  I  asked  you  about 

cultural  aspects;  do  you  know? 

A  It's  a  reflection  of  the  ability  to  maintain  a  livelihood, 
to  continue  or  alter  one's  lifestyle. 

Q  That's  your  answer? 

A  For  relationship  of  education,  yes. 

Q  I  want  you  to  tell  me  about  the  culture  of  the  Northern 

Cheyennes,  specific  aspects  that  differentiate  the  Northern 
Cheyennes  from  the  folks  who  live  in  eastern  Montana  who  are 
not  Indians;  did  you  study  that? 

A  No,  I  did  not. 

Q  Did  Mr.  Myhra  study  that? 

A  Not  in  great  detail. 

Q  Why,  when  you  say  that  there  are  two  potentially  negative  ef¬ 
fects,  the  second  is  the  potential  disruption  of  the  lifestyles 
and  social  organizations  of  the  area? 
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A  We  were  focusing  primarily  upln  the  Colstrip  area,  the  Col- 
strip  community,  primarily. 

Q  But  you  told  me  communities  surrounding  Colstrip  also  stood 
to  be  impacted;  in  fact,  that's  how  you  answered  my  question 
when  I  asked  you  about  the  potential  impact.  You  said  yes, 
including  surrounding  communities. 

A  Including  all  the  surrounding  communities. 

Q  Did  that  include  Lame  Deer? 

A  It  could. 

Q  Well,  you  say  in  your  report,  both  in  your  written  statement 
and  in  the  report,  that  it  does.  Does  it  include  Busby? 

A  Yes,  as  well  as  Forsyth  and  Miles  City. 

Q  And  then  you  tell  me  there's  a  difference  between  the  life 

styles,  the  cultures,  on  the  reservation  and  off  the  reserva¬ 
tion,  but  you  can't  tell  me  any  details  about  the  differences 
and  that's  because  you  don't  know  what  the  life  style  is  on 
the  reservation,  isn't  that  right? 

A  As  to  how  it  would  perhaps  be  affected  by  the  project,  that's 
perhaps  true. 

Q  On  page  2-146,  you  tell  us  that  all  three  cities,  including 
Lame  Deer,  are  actively  seeking  new  residents,  and  you  cite 
Mr.  Martens,  the  banker  in  Forsyth,  for  that  proposition,  or  do 
you  cite  Mr.  Martens  for  the  proposition  that  additional  resi¬ 
dents  bring  about  economies  of  scale? 

A  It  would  be  about  economies  of  scale,  which  is  where  the 
reference  is  placed. 

Q  With  regard  to  the  last  paragraph  on  that  page,  you  talk  about 
the  Northern  Cheyenne,  page  2-146.  The  last  paragraph  --  well, 
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the  sentence  before  the  last  sentence  in  that  paragraph  says, 


"The  Cheyenne  Tribal  Council  indicated  that  more  members  of 
the  tribe  are  now  moving  into  Lame  Deer  in  the  hope  of  finding 
work  at  Colstrip."  You  don't  give  us  a  cite  on  that;  do  you 
know  what  the  basis  of  that  statement  is? 

A  I  would  assume  that  would  be  the  same  citation  on  15  from 
Mr.  Beartusk. 

Q  Right;  Mr.  Beartusk,  who  you  say  is  a  tribal  council  member? 

A  That  is  what  the  citation  reads. 

Q  All  right.  When  you  say,  then,  tribal  leaders  view  this  as 

beneficial,  that  statement  is  derived  from  Mr.  Beartusk;  is  ^ 

that  right? 

A  That's  correct. 

Q  For  your  information,  Mr.  Beartusk  will  be  testifying  in  this 
proceeding,  and  we  shall  have  a  better  opportunity  to  inquire 
of  him  about  that  statement. 

A  These  are  reported  as  being  his  statements  at  that  time. 

Q  No,  these  are  reported  as  having  come  from  tribal  leaders. 

When  Mr.  Cummins  asked  you  the  question,  "What  quantitative 
analysis  did  you  do  to  determine  the  socioeconomic  impact," 
you  referred  him  to  2.8.5;  is  that  the  only  quantitative  analy-- 
sis  you  did? 

A  No,  sir,  2.8.5  refers  to  opinions. 

Q  What  other  quantitative  analysis  did  you  do? 

A  All  the  quantitative  numbers  presented  in  2.8.  There  are  a 

lot  of  numbers  and  tables  presented  in  the  complete  section  of 

2.8. 

Q  But  it's  labeled  "Measuring  Public  Opinion  on  the  Colstrip 

-3299- 


1 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 


Proposal."  I  want  to  know  whether  — 

A  You're  speaking  of  2.8.5. 

Q  Well,  that's  the  cite  that  you  gave  Mr.  Cummins  — 

A  As  being  quantitative. 

Q  All  right.  Now  I  want  to  know  whether  there  were  any  other 
quantitative  analyses? 

A  Quantitative  analyses? 

Q  Yes. 

A  There  are  a  multitude  presented  in  sections  2.8.1  through 
section  2.8.4. 

Q  And  we've  just  been  discussing  those,  and  those  are  the  re¬ 
sults  of  interviews;  isn't  that  right? 

A  And  analyses  of  data  and  projections;  there's  a  whole  multi¬ 
tude  of  quantitative  data  presented  in  the  complete  section 
of  2.8.  Section  2.8.5  only  addresses  one  topic. 

Q  Where  is  a  quantitative  analysis  of  a  social  problem  in  2.8, 
other  than  in  2.8.5?  I  see  lots  of  economic  tables  but  I 
don't  see  any  social  tables  that  contain  social  data? 

A  There  are  a  lot  of  social  source  data  in  the  front  section 
of  2.8.1. 

Q  I'm  talking  about  quantitative  analyses. 

A  There  are  not  quantitative  analyses  presented  in  section  2.8.4, 
That's  qualitative  to  the  most  part. 

Q  Then  2.8.5  is  the  quantitative  analysis  of  social  problems? 

That  is  the  only  one  contained  in  this  report;  is  that  right? 

A  Yes. 

Q  When  Mr.  Cummins  asked  you  about  your  telephone  survey,  he 

asked  you  whether  there  would  be  any  difference  in  the  number 
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of  telephones  on  the  reservation  as  opposed  to  off  the  reser¬ 
vation,  and  you  answered  that  you  thought  there  probably  would 
be,  isn't  that  right? 

A  That's  what  I  answered. 

Q  And  then  you  answered  that  you  thought  it  would  probably  be 
lower  on  the  reservation,  isn't  that  right? 

A  Per  capita,  yes. 

Q  Do  you  know  that  for  a  fact? 

A  No,  I  don't  know  that  as  a  fact.  I  would  assume  that  that's 

valid. 

Q  Well,  if  you  wanted  to  know  what  the  social  impact,  or  what 
the  opinion  was  of  folks  in  eastern  Montana,  and  if  you  knew 

that  there  were  fewer  telephones  on  the  Northern  Cheyenne 

reservation,  wouldn't  that  affect  your  results? 

A  If  that  would  be  our  objective,  it  would.  That  was  not  our 
objective . 

Q  What  was  your  objective? 

A  Statewide  assesment  of  opinions. 

Q  You  didn't  do  any  assessment,  then,  of  the  area  to  be  impact¬ 
ed,  you  just  did  it  statewide? 

A  For  obtaining  opinions,  we  did  not  do  areas  locally.  It  was 
,  done  on  a  statewide  basis,  and  that's  exactly  what  is  reported 
in  the  report. 

Q  Okay,  and  that's  your  quantitative  analysis,  right? 

A  Of  opinion,  as  stated  in  -- 

Q  No,  that's  your  quantitative  analysis  of  social  problems.  You 
already  told  me  that.  2.8.5  represents  your  quantitative  an¬ 
alysis  of  social  problems,  and  that  was  done  through  a  public 
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opinion  survey  statewide,  right? 

A  Yes. 

Q  Did  you  ever  do  one  to  determine  the  social  impact  of  the 
folks  in  the  area  to  be  affected,  a  quantitative  one? 

A  Not  quantitative. 

Q  The  last  item  that  I  want  to  address  in  your  report  is  found 
on  page  2-151  which  is  paragraph  2. 8. 5. 5,  which  I  assume  is 
still  measuring  public  opinion  on  the  Colstrip  proposal? 

A  That's  correct. 

Q  You  say  a  trend  toward  accepting  the  plants  has  been  expressed 
in  three  areas;  the  last  one  you  cite  as  House  Bill  492  call¬ 
ing  for  a  temporary  moratorium  on  coal  development  in  Mon¬ 
tana.  That  is  what  you  cite  as  supportive  of  your  statement 
there  is  a  trend  toward  accepting  the  plants;  is  that  correct? 

A  That's  what  is  stated  in  the  report. 

Q  What  did  the  coal  moratorium  bill  have  to  do  with,  sir;  did 
you  look  at  the  bill? 

A  Yes,  the  bill  was  looked  at. 

Q  Did  you  look  at  it? 

A  I  specifically  did  not;  members  of  my  staff  did. 

Q  Then  you  can't  tell  me  anything  about  it,  can  you;  or  can  you, 

maybe  you  can?  What  did  they  tell  you? 

A  Exactly  what  is  stated  here. 

Q  Well,  what  is  stated  here  is  that  House  Bill  492  called  for  a 
temporary  moratorium  on  coal  development;  I  want  to  know 
whether  there  was  any  reference  to  power  plants  in  that  bill 
because  that's  the  statement  you're  supporting  --  a  trend  to¬ 
ward  accepting  the  plants.  I  want  to  know  the  connection. 
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A  I  don't  know  specifically  myself  the  details  of  that  bill. 

Q  Did  you  know  that  there  was  a  bill  passed  by  both  the  House 

and  the  Senate  in  the  1975  session  that  placed  a  moratorium 
on  power  plants? 

A  Yes . 

Q  You  did  know  that? 

A  Yes . 

Q  Do  you  still  say  that  an  indication  of  a  trend  toward  accepting 
plants  may  come  from  legislators  or  legislative  actions? 

A  This  statement  was  valid  at  the  time  the  report  was  published 

Q  Is  it  valid  now? 


A  In  light  of  that  bill,  probably  not,  if  for  units  beyond  the 
ones  that  we  are  discussing  today. 

Q  Now  I  would  like  to  direct  your  attention  to  your  statement. 

On  page  3  of  your  statement,  at  line  17,  after  you've  stated 
that  you  assumed  all  of  the  employees  working  on  the  Colstrip 
project  would  come  from  outside  the  state  of  Montana,  you 
make  an  assumption  at  line  17.  I'd  like  to  know  what  that 
assumption  means.  You  say,  "If,  in  fact,  any  of  the  workers 
came  from  within  the  region";  what  does  the  word  region  mean 
in  that  sentence? 

A  The  Colstrip  community,  according  to  our  analysis. 

Q  If  those  folks  came  from  outside  of  Colstrip,  would  the  state¬ 
ment  still  apply,  but  within  the  state  of  Montana  --  Montana 
residents  from  outside  of  Colstrip? 

A  Not  in  the  context  of  our  analysis  done  at  the  time,  and  that's 
so  stated  here  and  so  stated  in  the  report. 

Q  It's  misleading  in  your  statement,  Mr.  Beisel,  because  you 
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say  if,  in  fact,  any  of  the  workers  came  from  within  the 
region.  Now  you  tell  us  region  means  Colstrip. 

A  That  was  the  context  of  our  study,  and  it's  in  the  applicants' 
environmental  analysis. 

Q  If  they  came  from  outside  of  Colstrip,  there  would  be  addi¬ 
tional  demands  on  services,  isn't  that  correct? 

A  Surely. 

Q  On  page  5  you  say,  at  line  11  and  12:  "The  second  reason  why 
socioeconomic  impact  has  been  alleviated  is  the  extensive 
socioeconomic  planning  being  implemented  in  Colstrip."  You 
are  referring  there  to  the  Ken  R.  White  plan? 

A  The  Ken  R.  White  plan,  the  studies  by  Spring,  and  the  imple¬ 
mentation  of  those  plans  and  studies. 

Q  What  kind  of  socioeconomic  planning  is  being  implemented  in 
Rosebud  County? 

A  All  the  Colstrip  community  is  part  of  Rosebud  County,  so  plan 
within  that  county  are  part  of  the  Colstrip  plans. 

Q  What  kind  of  socioeconomic  planning  is  being  implemented  in 
the  area  outside  the  city  of  Colstrip  by  Rosebud  County? 

A  None  that  I  know  of. 

Q  On  page  6  of  your  statement,  at  line  9,  you  say:  "Public 

officials  and  citizens  already  know  what  to  expect  during  the 
construction  of  units  3  and  4."  Again,  I  take  it,  you're 
limiting  that  statement  to  Colstrip? 

A  No,  I  believe  that  would  be  the  whole  county. 

Q  The  whole  county? 

A  Or  the  state  itself. 

Q  What  public  officials  have  you  talked  to  that  have  told  you 
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that  they  already  know  what  to  expect? 

A  All  the  ones  which  I  delineated  yesterday  to  Mr.  Cummins,  who 
are  aware  of  the  kinds  of  changes  that  have  been  produced  as 
a  result  of  units  1  and  2,  and  like  changes  will  result  — 

Q  I  want  to  know  who  they  are;  I  don't  remember  that  Mr.  Cummins' 
question  related  to  mine.  I  want  to  know  who  they  are;  what 
public  officials  told  you  that  they  already  know  what  to  ex¬ 
pect  during  the  construction  of  3  and  4? 

A  The  superintendent  of  schools,  Forsyth  and  Colstrip,  the 

Colstrip  sheriff,  the  town  planners,  the  planning  coordinator, 
Rosebud  County. 

Q  And  they  all  told  you  they  knew  what  to  expect;  is  that  right? 

A  As  a  result  of  units  1  and  2,  yes. 

Q  On  page  8  of  your  statement,  starting  at  line  5,  you  say, 

"What  Western  Energy  has  accomplished  is  a  unique  achievement 
in  that  few  other  mining  companies  have  done  as  much  for  their 
workers  in  recent  years."  What  basis  do  you  say  that;  have 
you  done  any  work  on  strip  mines  before  Colstrip? 

A  Since  Colstrip  we  have,  and  yes, we  had  at  the  time. 

Q  What  mining  companies  have  you  worked  for? 

A  Utah  International. 

Q  Is  that  the  only  one? 

A  American  Electric  Power. 

Q  Did  Western  Energy  tell  you  that  they  had  accomplished  a 
unique  achievement? 

A  No;  well  they,  of  course,  have  said  so,  too,  but  other  critics 
have  as  well. 

Q  I  want  to  know  what  you  know  because  you're  the  one  making  the 
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statement.  On  what  basis  do  you  make  the  statement  that  it  is 
a  unique  achievement? 

A  By  comparison  with  what  other  mining  companies  have  done, 
such  as  Utah  International. 

Q  One  other  mining  company? 

MR.  BELLINGHAM:  Would  you  allow  him  to  finish  the 
answer,  please?  He  was  going  on  before  you  interrupted. 

A  Utah  International,  and  some  of  the  Appalachian  coal  companies, 
as  well. 

Q  Which  ones? 

A  Consolidation  Coal. 

Q  Two  companies,  then,  we  can  name? 

A  Two  very  large  companies,  with  many  mining  operations. 

Q  How  do  you  know  that  Western  Energy  receives  requests  from 

miners  working  for  other  companies  and  from  area  ranch  hands 
asking  for  permission  to  move  into  Colstrip? 

A  That  is  information  from  Montana  Power,  from  Western  Energy 
Company. 

Q  Do  you  know  that  yourself? 

A  I  was  not  there  when  people  made  requests,  no. 

Q  On  page  11,  at  lines  9  and  10,  you  say  that  the  highest  peak 
of  employment  will  be  1,721  workers  during  the  year  of  1979. 
Now,  I  take  it  from  your  previous  paragraph,  that  that  includes 
coal  miners? 

A  That's  correct. 

Q  And  the  last  sentence  in  that  paragraph,  which  tells  us  there 
will  be  407  permanent  employees  for  the  year  of  1982  and  each 
year  thereafter,  also  includes  coal  miners? 
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A  Which  is  what  that  sentence  states,  including  operation  and 
mining. 

Q  What  makes  you  think  that  the  mining  won't  go  on  regardless 
of  whether  units  3  and  4  are  built? 

A  This  mining  operation  is  only  those  mining  operations  associated 


Q 

A 


Q 


with  producing  the  coal  for  units  3  and  4. 

What  makes  you  think  that  that  stuff  won't  be  mined  anyway? 

It  may  or  it  may  not;  I'm  presenting  the  picture  for  units 

3  and  4  and  the  associated  mining.  If  it  is  not,  the  amount 
of  miners  required  to  mine  an  equivalent  amount  of  coal  is 
so  stated  in  the  exhibits;  it's  given  in  the  column  in  Ex¬ 
hibit  25,  so  that  if  you  are  interested  in  that  number  of 
people,  it's  stated  in  the  exhibits. 

I'm  interested  in  the  number  of  people  you  have  added  to  that 
amount  to  tell  us  how  many  employees  will  be  working  in  the 
Colstrip  area,  and  it's  important  for  us  to  know  whether  those 
people  will  be  working  there  regardless  of  whether  units  3  anc 

4  are  built.  I  want  to  know  whether  there  will  be  mining  at 
Colstrip  regardless  of  whether  3  and  4  are  built;  do  you  know? 
Yes,  there  will  be. 

On  pages  12  and  13,  you  tell  us  about  average  annual  wages 
and  salaries,  and  you  talk  about  total  benefits  to  operational 
employees,  to  construction  workers,  in  terms  of  payroll;  is 
that  correct? 


A  That's  correct. 

Q  That's  the  reason  you  have  that  paragraph  in  there;  isn't  that 
correct? 


A 


A 


Yes 


0 
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Q  What  do  you  know  about  the  impact  on  Northern  Cheyenne  In¬ 
dians  from  increased  salaries? 

A  It  depends  on  whether  those  increased  salaries  are,  in  fact, 
salaries  of  the  Indians  themselves.  There  is  no  distinction 
made  among  the  employment  figures  here,  whether  those  are 
Indian  or  non-Indian  employees. 

Q  But  you  told  us  earlier  that  the  construction  company  and  the 
applicants  are  trying  their  level  best  to  get  Indians  employed, 
didn't  you? 

A  Yes,  I  did. 

Q  All  right.  Let's  assume  that  for  the  purposes  of  our  discus¬ 
sion  here,  some  of  those  folks  who  are  going  to  be  getting  all 
of  those  benefits  are  Indians,  okay?  Now,  what  I  want  to  know 
is, do  you  know  what  the  impact  on  Northern  Cheyenne  Indians 
is  from  increased  salaries? 

A  Additional  purchasing  power. 

Q  What  do  Northern  Cheyennes  purchase;  the  same  things  that  the 
eastern  Montana  residents  purchase? 

A  For  the  most  part. 

Q  How  do  you  know  that? 

A  We  all  have  to  feed  and  shelter  ourselves,  and  those  are  pri¬ 
mary  expenditures  in  your  and  my  budget,  as  well  as  in  the 
Northern  Cheyennes'  budget. 

Q  But  there  is  a  difference  between  saying  that  you  can  hire 

people  at  a  certain  level,  and  saying  that  these  salaries  are 
going  to  be  very  good,  and,  therefore,  beneficial  to  the 
people  who  earn  them.  What  I  want  to  know  is, is  it  possible 
that  increased  salaries  may  not  be  beneficial  to  a  certain 
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kind  of  culture,  particularly  the  Northern  Cheyenne?  Is  it 
possible? 

A  It  is  possible,  but  it  need  not  be  detrimental  and  it  need 
not  occur;  it  depends  on  what  is  done  with  those  additional 
revenues . 

Q  Right.  My  question  is  — 

A  The  revenues  unto  themselves  are  not  detrimental. 

Q  It  depends  on  what  you  do  with  the  revenues? 

A  That's  correct. 

Q  What  do  you  know  about  what  the  Cheyennes  will  do  with  that 
increased  revenue? 

A  That's  up  to  the  Cheyennes  to  govern  for  themselves,  and  the 
individual  Cheyenne. 

Q  Is  it  possible  that  that  could  result  in  a  detriment  to  the 
Northern  Cheyenne? 

A  It  could  to  an  individual  Cheyenne  as  it  could  to  an  indivi¬ 
dual  non-Indian  living  in  Colstrip  or  Forsyth  or  Miles  City. 
You  and  I  can  squander  our  salary,  too;  or  you  and  I  can  in¬ 
vest  our  salary,  or  we  can  use  it  to  provide  a  better  liveli¬ 
hood  for  ourselves  and  our  families. 

Q  So,  your  answer  is  yes? 

A  Yes  to  what  question? 

Q  It  is  possible? 

A  It  is  possible  to  what? 

Q  That  increased  salaries  could  result  in  detriments  to  Northern 

i 

Cheyenne  people? 

A  It  could  result  in  detriments  to  Indians  and  non-Indians  alike 

| 

depending  upon  how  those  revenues  are  expended,  and  what  they 
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are  expended  for. 

Q  Do  you  know  whether  there  will  be  detriments  to  the  Northern 
Cheyenne? 

A  No,  I  don't;  and  I'm  not  sure  if  you  would  either/ or  anybody 
else  in  this  hearing  room. 

Q  And  you  don't  think  it's  important  to  know  that? 

A  That's  important  for  the  Cheyennes  to  know. 

Q  You  don't  think  it's  important  for  you  to  know  because  you're 

the  person  that  did  the  socioeconomic  impact  study? 

A  We  are  not  doing  a  planning  of  individual  distributions  of 
income,  and  what  an  individual  does  with  his  income;  we  are 
presenting  the  facts  on  the  employment,  and  the  amounts  of 
income  which  will  be  disposable  to  the  economy. 

Q  You're  telling  us  that  increased  salaries  are  good? 

A  Unto  themselves. 

Q  And  that,  you're  telling  us  in  your  statement,  regarding  the 
socioeconomic  impact  of  the  proposed  plants? 

A  That's  correct. 

Q  But  you  don't  know  what  the  socioeconomic  impact  of  increased 
salaries  are  going  to  be  on  the  Northern  Cheyennes ,  do  you? 

A  They  could  or  they  could  not. 

Q  But  you  don't  know;  you  don't  know? 

A  Nor  would  I  believe  that  you  would  know. 

Q  But  you're  the  socioeconomic  expert;  I'm  not.  You're  the  per¬ 

son  that  is  supposed  to  know  that;  aren't  you? 

A  In  part;  these  are  individual  lifestyle  decisions  to  be  made 
by  the  individual  and  the  tribal  councils  themselves. 

Q  Ah,  but  you  tell  us  in  your  report  that  one  of  the  potential 
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negative  impacts  is  on  life  style,  don't  you? 

A  Tha's  correct,  because  the  possibility  does  exist,  as  I've 

just  stated,  and  if  you're  talking  about  disposable  income,  it 
depends  upon  how  and  what  means  that  income  is  disposed. 

Q  It  could  be  a  detrimental  impact? 

A  It  could.  It  could  be  for  the  Indians,  as  well  as  for  the 

non- Indians,  in  Lame  Deer,  Colstrip,  Forsyt,  or  anywhere  else 
in  communities. 

Q  Okay.  As  far  as  you  know,  there  is  no  difference,  though? 

A  The  alternatives  are  no  different.  The  consequences  of  those 

alternatives  could  be  different,  but  the  alternative  at  the 
beginning  of  the  situation  remains  the  same.  It's  a  freedom 
of  choice  that  is  provided  as  a  result  of  the  increased  income 

Q  Does  the  difference  in  culture  and  life  style  between  Northern 
Cheyenne  Indians  and  non-Indian  residents  of  eastern  Montana 
have  any  bearing  on  whether  or  not  increased  salaries  will  be 
a  detriment  or  a  benefit? 

A  No,  it  does  not,  and  in  fact,  it  perhaps  provides  additional 
opportunities . 

Q  It  does  not.  There  is  no  difference,  then,  culturally? 

A  Initially,  no.  The  income  is  there  and  the  alternatives  that 

are  made,  and  the  way  it  is  disposed  of,  determines  its  des¬ 
tiny. 

HEARING  EXAMINER:  .  Let's  take  a  fifteen  minute 
recess . 

(HEARING  RECESSED  AT  10:30  A.M. ) 
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Following  a  brief  recess,  the  hearing  reconvened  at  10:52  A.N . 
on  January  28,  1976. 

HEARINGS  EXAMINER:  Very  well,  you  may  proceed, 

Mr.  Meloy. 

CONTINUATION  OF  EXAMINATION  OF  DR.  HAROLD  M.  BEISEL 

Cross ,  Northern  Cheyenne  Tribe,  Inc. 

By  Mr.  Meloy  (continuing) : 

Q  Mr.  Beisel,  on  page  13  of  your  statement,  at  line  17,  you 

start  telling  us  about  significant  benefits  from  tax  revenue 
generated.  Page  14  through  the  end  of  your  paper  are,  essen¬ 
tially,  devoted  to  a  description  of  the  significant  benefits 
from  tax  revenue  generated.  You  start  your  paragraph  by  re¬ 
ferring  to  significant  benefits  Rosebud  County  and  the  state 
of  Montana  will  receive.  I  would  like  to  know  what  kind  of 
severance  tax  do  the  Northern  Cheyennes  have? 

A  I  don't  believe  they  have  any. 

Q  What  kind  of  corporation  license  tax  do  the  Northern  Cheyennes 
have? 

A  I  don't  believe  they  have  any. 

Q  What  kind  of  resource  indemnity  trust  tax  do  the  Northern 
Cheyennes  have? 

A  I  don't  believe  they  have  any. 

Q  What  kind  of  electrical  energy  tax  do  the  Northern  Cheyennes 
have? 

A  I  don't  believe  they  have  any. 

Q  Do  the  Northern  Cheyennes  receive  any  significant  benefits 
from  tax  revenue  generated? 
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A  Not  to  the  best  of  my  knowledge. 

Q  On  page  14  of  your  statement,  you  start  your  discussion  of  the 
severence  tax  in  the  state  of  Montana.  What  is  it  that  you 
are  saying  in  the  paragraph  which  discusses  the  amounts  of 
monies  to  be  received  from  the  severance  tax? 

A  I'm  stating  the  basis  for  calculation,  showing  the  total  a- 

mount  which  is  accrued  to  the  state  and  the  amount  which  is 

redistributed  to  Rosebud  County. 

Q  Okay.  Now  you  are  saying  that  as  a  result  of  the  development 

of  the  two  units  at  3  and  4,  the  following  will  be  the  sever¬ 

ance  tax  benefits  to  the  state  of  Montana;  is  that  correct? 

A  Yes. 

Q  Do  severance  tax  collections  come  in  if  the  coal  is  shipped 
out  for  conversion  near  load  centers? 

A  Yes. 

Q  Then  it's  possible,  is  it  not,  that  Montana  could  receive  all 
of  the  benefits  contained  in  lines  2  through  19  on  page  14  re¬ 
gardless  of  whether  units  3  and  4  are  built;  isn't  that  right? 

A  That's  correct,  with  the  exception  that  the  figures  which  are 

reported  in  the  text  are  total  figures  for  all  four  units. 

The  individual  exhibit  breaks  down  the  severance  tax  revenues 
attributable  to  units  1  and  2  separate  from  units  3  and  4. 

Q  But  the  fact  remains  that  those  revenues  may  still  be  coming 
in  regardless  of  whether  3  and  4  are  built;  isn't  that  true? 

A  Yes,  provided  the  same  amount  of  coal  is  mined,  yes. 

Q  If  the  Western  Energy  Company/  were  any  of  the  coal  companies 

in  the  Colstrip  area,  because  units  3  and  4  are  not  built,  de¬ 

velops  markets  in  the  west  and  the  east,  isn't  it  possible  that 
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even  more  coal  might  be  mined  in  that  area? 

A  That  is  possible;  there  could  be  more  coal,  there  could  be 
less  coal. 

Q  And  if  it  were  more  coal,  would  that  not  mean  additional  re¬ 
venues? 

A  According  to  the  present  tax  structure,  of  course. 

Q  Now,  you  tell  us  that  Rosebud  County  will  be  receiving 

$349,300.00  in  1982  and  each  year  thereafter,  1982  being  a 
time  when  the  impact  of  the  most  workers  has  now  gone;  isn't 
that  true? 

A  Yes,  it  is. 

Q  Isn't  it  important  for  us  to  know  how  much  money  the  county 
of  Rosebud  might  be  getting  from  the  severance  tax  next  year, 
assuming  that  3  and  4  were  certified? 

A  That's  stated  in  my  exhibit. 

Q  How  much  money  will  they  be  getting  next  year? 

A  The  severance  tax  from  units  3  and  4,  none,  because  no  severance 
tax  is  paid  until  the  coal  is  actually  mined. 

Q  Do  you  know  how  much  has  been  distributed  to  Rosebud  County 
under  that  share  of  the  coal  pie  which  distributes  revenues 
to  the  various  counties  for  planning  on  the  basis  of  geography 
and  population;  do  you  know  how  much  that  was?  There  has  been 
a  distribution,  has  there  not? 

A  I  believe  there  has  been  in  1975. 

Q  In  1975?  Do  you  know  how  much  that  was? 

A  No,  I  don't  know  the  value  of  that. 

Q  Would  you  be  surprised  to  know  that  it  was  $1,300.00? 

A  No. 
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Q  How  much  planning  can  you  do  for  $1,300.00,  Mr.  Beisel? 

A  The  expenditure  of  that  fund  is  not  much,  but  it  depends 

whether  those  funds  could  really  end  up  being  considered  a 
down  payment  on  future  funds  or  knowing  that  future  funds  are 
coming.  It's  not  just  looking  at  a  instantaneous  picture  of 
certain  funds  in  a  certain  year,  but  knowing  what  is  coming 
and  what  additional  funds  will  be  available  next  year  so  that 
planning,  either  staffs  or  contracts,  can  be  let  with  progres¬ 
sive  payments  because  you  know  the  incomes  will  be  coming  in. 

Q  Can  you  tell  us  how  much  income  from  the  severance  tax  is  go¬ 
ing  to  be  coming  into  Rosebud  County  for  planning  next  year? 

A  In  looking  at  percentages  on  the  figures  that  I've  got,  yes 
you  can  calculate  that. 

Q  How  much? 

A  I  have  about  $13,000.00. 

Q  Thirteen  thousand  dollars  for  planning  purposes? 

A  For  reimbursement  of  severance  tax. 

Q  No,  I'm  talking  about  that  portion  of  the  severance  tax  which 
is  earmarked  for  planning;  how  much  is  that? 

A  I  don't  know  that  figure. 

Q  In  your  windshield  view,  most  recent,  of  Rosebud  County,  and  ir 
your  experience  as  a  planner,  is  it  not  important  for  Rosebud 
County  to  have  money  to  do  planning  before  the  impact  hits,  anc 
not  after  it's  gone? 

A  Yes. 

Q  And  you  don't  know  how  much  money  they're  going  to  have  for 
planning  next  year? 

A  I  said  no;  I  don't  have  that  figure. 
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Q  How  much  of  the  severance  tax  will  go  to  the  Northern  Cheyenne 
for  planning? 

A  I  don't  know  that  percentage. 

Q  Do  you  know  whether  any  of  the  severance  tax  will  go  to  the 
Northern  Cheyenne? 

A  No. 

Q  Where  do  you  expect  the  Northern  Cheyenne  will  get  their  money 

i 

to  do  their  planning? 

A  It  could  perhaps  have  some  source  of  income  off  of  the  employ- 
ment  and  salaries  paid  to  the  individuals  working  on  the  pro- 
ject . 

Q  Do  the  Northern  Cheyenne  have  an  income  tax? 

A  No. 

Q  I'm  talking  about  the  people  that  make  the  decisions  for  the 
tribe;  where  do  they  get  their  money  to  do  the  planning?  It's 
not  from  individual  incomes  that  are  produced  from  employment 
at  the  plant,  is  it? 

A  Not  now. 

r 

Q  No;  well,  where  does  it  come  from? 

A  From  activities  off  — 

Q  From  where? 

A  From  activities  off  tribal  economic  ventures;  perhaps,  some 

leasing  of  lands,  sale  of  timber. 

Q  What  benefits  will  accrue  to  the  tribe  by  the  building  of  3 

and  4  that  will  help  them  cope  with  the  problems  that  may  come 
from  3  and  4? 

A  None  specific. 

Q  None  specific;  do  you  think  it's  important  for  them  to  do 
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planning? 

A  Yes. 

Q  Now,  let's  go  to  page  15  of  your  statement.  You  say,  "In  ad¬ 
dition  to  those  revenues  paid  to  the  state,  Rosebud  County 
will  benefit  from  the  Colstrip  project  through  an  increase  in 
the  property  tax  base."  We've  heard  that  speculated  by  many 
in  this  hearing;  I  want  to  know  from  you,  as  one  who  specifi¬ 
cally  makes  the  statement  that  there  will  be  an  increase  in 
the  property  tax  base  in  Rosebud  County,  whether  there  will  be 
an  increase  in  the  property  tax  base  on  the  Northern  Cheyenne 
Reservation  from  the  building  of  the  power  plants? 

A  Probably  a  reduction  in  tax  revenues  paid  because  of  the  drop¬ 
ping  in  the  millage  rate  because  of  the  increased  assessment 
of  the  project  equipment  being  able  to  meet  the  revenues  re¬ 
quired  for  county  expenditure  and  services. 

Q  What  property  taxes  in  Rosebud  County  are  levied  on  the  Nor¬ 
thern  Cheyenne  Reservation? 

A  None  that  I  know  of. 

Q  Well,  then  how  can  there  be  any  benefits  accrued  to  the  Nor¬ 
thern  Cheyenne  Reservation  by  increases  in  the  property  tax 
base  of  Rosebud  County? 

A  Increased  services  provided  by  the  county. 

Q  What  services  does  the  county  provide  to  the  Northern  Cheyennes;, 
sir? 

A  For  one,  not  directly  by  the  county,  but  attendance  in  the 

Colstrip  school  system.  It  is  this  project  which  is  enabling 
expansion  of  curriculum  and  physical  facilities  in  that  school 
district,  and  the  attendance  of  children  from  the  reservation 
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in  that  school  system  as  the  benefit  of  those  increased  facili¬ 
ties  and  curriculum. 

Q  And  that's  the  only  one  that  you  can  think  of? 

A  That's  one  off-hand;  you  asked  me  for  one,  and  that's  a  very 
concrete  example. 

Q  Is  there  another  one? 

A  Perhaps  additional  shopping  facilities  or  commercial  facilities 
in  Colstrip  which  are  accessible  by  the  Indian  community. 

Q  How  many  Indian  children  go  to  schools  in  Colstrip? 

A  I  don't  have  the  exact  number. 

Q  Isn't  it  important  to  know  that  so  that  we  know  how  much  the 
benefit  is  going  to  be  that  you  told  us  about  in  your  concrete 
example? 

A  It  would  be  one  measure  of  the  value  of  that  benefit. 

Q  Well,  what  if  there  were  only  two  people,  two  Indian  children 
in  the  Colstrip  schools;  would  that  be  still  a  benefit? 

A  I  believe  it  would  be. 

Q  In  your  estimation  that  would  be  a  benefit? 

A  Yes. 

Q  How  many  Northern  Cheyennes  use  shopping  centers  in  Colstrip? 

A  Probably  not  very  many,  but  the  opportunity  still  exists. 

Q  But  that's  still  a  benefit? 

A  It  could  be. 

Q  Any  other  benefits  you  can  think  of? 

A  None  that  would  directly  apply  to  the  Indian  community,  other 
than  the  opportunities  for  jobs  as  we  previously  disucussed. 

Q  We're  talking  about  property  tax  base  affects? 

A  Then  none. 
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Q  Would  those  two  concrete  examples  that  you’ve  cited  to  me  be 
termed  incidental  benefits? 

A  Incidental  to  employment,  yes,  but  important  nevertheless. 

Q  On  page  16  of  your  statement,  at  line  14,  you  say,  "The  annual 
gross  proceeds  of  coal  so  produced  are  assessed  at  40  percent 
of  their  true  and  full  value";  how  do  you  know  that? 

A  That's  a  statement  that  I've  discussed  with  tax  personnel  at 
Montana  Power. 

Q  They  told  you  it  was  40  percent? 

A  Yes . 

MR.  MELOY :  I  have  no  other  questions,  Mr.  Davis. 

HEARINGS  EXAMINER:  Very  well,  Mr.  Graybill. 

Cross,  by  Northern  Plains  Resource  Council 

By  Mr.  Graybill: 

Q  Mr.  Beisel,  I'd  like  to  ask  you  a  few  questions  on  behalf  of 
the  Northern  Plains  Resource  Council.  I  didn't  believe  this 
was  too  significant  yesterday,  but  as  I  listened  to  you  exami¬ 
nation  by  other  counsel  I  have  re-read  page  1  of  your  state¬ 
ment,  and  I  notice  that  you  are  a  chemical  engineer;  is  that 
right? 

A  That's  right. 

Q  And  that's  what  you  have  your  Masters  of  Science  Degree  in  from 
the  University  of  Pittsburgh;  and  then  you  went  ahead  and  you 
got  further  training  including  your  doctorate,  but  it's  in 
chemical  engineering;  is  that  right? 

A  It  is  in  chemical  engineering. 

Q  But  you  are  in  charge  here  of  an  economic  sociology  study;  isn't 


-3319- 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 


that  right? 

A  That's  correct. 

Q  But  your  primary  training  in  college  was  not  in  sociology? 

A  That's  correct. 

Q  Nor,  for  that  matter,  in  economics? 

A  That's  correct. 

Q  However,  you  seemed  to  have  developed  some  type  of  system  for 
using  mathematical  models  to  show  inter-relationships  involv¬ 
ing  economics  and  political  systems;  isn't  that  right? 

A  Yes . 

Q  How  does  a  mathematical  model  show  an  interaction  between  an 
economic  and  social  condition? 

A  By  defining  what  project  would  do  to  change  community  popula¬ 
tions,  employment  opportunities,  fiscal  budgets. 

Q  In  other  words,  you  believe  that  you  can  reduce  social  rela¬ 
tionships  to  mathematical  models? 

A  In  part. 

Q  And  you  also  apparently  think  that  political  systems  can  some¬ 
how  be  reduced  to  mathematical  models? 

A  For  constraints  imposed  by  those  political  systems. 

Q  All  right.  Now  I  understand  you  are  responsible  for  section 

2.8  of  this  Westinghouse  study,  but  I  take  it  since  you  are  an 
employee  of  Westinghouse  --  are  you  the  only  employee  of  West¬ 
inghouse  that's  going  to  testify  that  you  know  of? 

A  No. 

Q  Another  one;  well,  I  take  it  you  are  familiar  with  this  West¬ 
inghouse  study? 

A  Yes . 
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Q  In  one  of  the  early  chapters  on  environmental  analysis  of  the 
power  plant  complex,  there  appears  a  definition  of  a  good  site  . 
It  says,  "A  good  site  for  a  power  plant  is  one  which  meets 
all  regulations  and  protects  indigenous  values  at  minimum 
cost"?  do  you  agree  with  that  definition? 

A  Yes. 

Q  Do  you  and  I  understand  "indigenous  values"  to  mean  those 

values  present  in  the  area  in  which  the  plant  would  be  sited? 

A  Yes . 

Q  And  wouldn't  the  indigenous  population  be  the  Indians  and  the 
ranchers  and  the  farmers,  as  well  as  the  miners  in  the  area? 

A  As  well  as  state  agencies,  the  county,  the  state  unto  itself, 
and  the  nation  as  a  whole. 

Q  Well,  you  mean  the  nation  as  a  whole  is  somehow  indigenous  to 
Colstrip?  Now  that  I  want  you  to  explain  to  me,  sir.  Doesn't 
indigenous  by  definition  have  the  concept  that  it  means  per¬ 
taining  to  that  section  only,  and  so  naturally  the  United 
States  is  not  indigenous  to  Colstrip  at  all;  the  United  States 
might  be  indigenous  to  the  North  American  continent? 

A  Except  as  there  are  the  same  values  held. 

Q  Maybe  that's  the  trouble  that  you  have  been  having  here  is 
this  business  of  what  is  indigenous.  It  seems  to  me,  and  I 
have  presumed,  that  this  definition  implied  that  the  power 
site  ought  to  meet  the  regulations  and  protect  the  values  that 
were  already  in  the  community  as  far  as  possible;  isn’t  that 
what  the  definition  means? 

A  As  far  as  possible  in  balancing  the  other  requirements  for  the 
plant,  and  particularly  meeting  regulations  and  economic  counts 
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Q  Well,  as  a  matter  of  fact,  I've  just  added  as  far  as  possible; 
it  just  says  in  your  definition  that  you  will  protect  the  in¬ 
digenous  values;  is  that  what  it  means? 

A  Yes. 

Q  And  yet  before  you  wrote  the  report  —  now  I'm  aware  that  you 
made  a  separate  trip  out  here  eleven  months  ago,  but  when  you 
wrote  the  first  report,  you  really  didn't  talk  to  the  Indian 
people  that  live  in  that  area,  did  you? 

A  Yes,  sir;  that  is  stated  in  that  report. 

Q  That  you  did  talk  to  the  Indian  people  that  live  in  the  area? 

A  Yes,  sir. 

Q  And  the  ranchers? 

A  Some,  yes. 

Q  Those  are  my  clients,  but  you  did  talk  to  the  ranchers?  Now 
I'm  talking  about  before  your  last  trip  out,  before  you  wrote 
this  report.  Can  you  remember  a  rancher  that  you  or  your 
staff  talked  to  before  you  wrote  this  report? 

A  I'm  not  sure  if  we  did  it  before  we  wrote  the  report. 

Q  Well,  of  course,  if  you  were  going  to  protect  indigenous 

values,  you  surely  would  have  to  talk  to  a  rancher  in  that 
area,  wouldn't  you,  before  you  wrote  the  report? 

A  Or  someone  else  who  would  represent  those  views  or  be  aware  of 
those  views. 

Q  You've  talked  a  great  deal  with  the  other  counsel  about  your 
representative  capacity  as  representing  a  number  of  other 
people  in  the  Westinghouse  group  that  wrote  this  report.  Who 
is  your  boss  that  sent  you  out  here? 

A  Dr.  James  Wright,  general  manager  of  the  department. 
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Q  Did  he  have  anything  to  do  with  writing  this,  or  are  you  the 
one  that  really  wrote  it? 

A  He  was  responsible  for  review  of  the  project,  review  of  the 
document,  overall  guidance. 

Q  Who  really  did  the  work,  though,  of  writing  the  report? 

A  Everybody  who  is  named  on  the  frontispiece  of  the  document. 

Q  Now,  in  my  experience,  it's  very  difficult  to  get  a  committee 

to  write  a  report;  somebody  does  the  work.  Do  you  know  who 
that  was? 

A  It  was  done  under  the  direction  of  the  project  manager.  Jack 
Voytko. 

Q  I  didn't  say  under  the  direction  of;  you  know  the  newspapers 
put  out  under  the  direction  of  the  publisher,  but  we  would 
all  agree  that  he  doesn't  write.  I'm  trying  to  find  out  who 

did  the  work  that  went  into  the  writing  of  this;  wasn't  there 

\ 

one,  or  two,  or  three  people  who  did  most  of  the  writing,  or 
was  it  done  by  forty  or  fifty  people? 

A  It  was  done  by  most  of  the  contributing  personnel  stated  in 

the  front  of  the  report.  There  are  a  great  number  of  discip¬ 
lines,  a  great  number  of  topics  addressed  in  that  report,  and 
one  person,  or  even  two  or  three  was  responsible  for  all  those 
disciplines  and  all  those  analyses. 

Q  Do  you  believe  after  participating  in  the  preparation  of  that 
report,  and  after  coming  out  here  and  studying  it  again  last 
year,  and  now  after  your  cross-examination  by  these  two  other 
counsel,  that  this  power  project  does  protect  the  indigenous 
values  of  Colstrip? 

A  On  balance,  yes. 
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A 


A 

Q 


A 

Q 


A 

Q 

A 

Q 

A 


What  do  you  mean  on  balance;  you  mean  it  protects  them  more  thjan 
some  other  project  might  protect  them?  Are  you  comparing  it, 
or  balancing  it,  with  another  project? 

That  would  be  one  interpretation;  another  would  be  the  values 
of  all  concerned  are  taken  into  account. 

Well,  all  indigenous  values;  now  that's  the  people  that  were 
there  first.  What  are  you  balancing  them  with;  the  people 
that  come  later;  is  that  what  you're  balancing  them  with? 

Yes . 

Okay.  But  your  definition  doesn't  mention  that  you're  going 
to  protect  the  values  of  those  who  come  later;  it  mentions 
that  you're  going  to  protect  the  values  that  were  there  then, 
when  you  started.  So,  when  you  use  the  phrase  on  balance  you 
have  done  that,  you've  automatically,  then,  strayed  from  your 
definition;  haven't  you.  Doctor? 

Somewhat . 

Now  you  said  a  moment  ago  that  that  might  be  one  interpreta¬ 
tion,  comparing  it  to  other  plants.  What  interpretation  do 
you  put  on  this;  I'm  not  trying  to  tell  you,  I'm  trying  to 
find  out  from  you  what  it  is  that  you  think  about  this  report 


rina  out  rrom  you  wnat  it  is  tnat  you  tmnK  about  tnis 
Do  you  think  that  this  report  and  the  power  plant  that 
supporting  here  today  protects  the  indigenous  values? 


you' re 


Yes . 


On  balance? 


Yes . 


Now  on  balance  with  what? 


With  the  overall  goals  of  that  population,  their  freedoms  of 
choice,  their  economic  opportunities. 
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Q  You  mean  the  goals  of  the  Indians  and  ranchers  has  somehow 
been  fulfilled  by  this  power  plant? 

A  In  part. 

Q  What  goals  that  you've  found  out  from  an  Indian  or  a  rancher 
does  this  power  plant  fulfill?  Let's  be  honest  and  candid 
with  each  other.  Doctor,  because  it  seems  to  me  that  that's  a 
strange  answer. 

A  It's  provided  him  an  opportunity  for  receiving  additional 
government  services  through  tax  revenues  accrued  by  those 
governments  . 

Q  Well,  now,  on  balance  have  you  found  that  there  is  more  tax 
revenue  than  tax  expense? 

A  Yes . 

Q  Can  you  demonstrate  that  the  real  estate  taxes  to  the  rancher 
down  there  have  dropped  because  of  the  Colstrip  project? 

A  Yes . 

Q  Because  of  the  Colstrip  project? 

A  Yes. 

Q  So,  that's  what  you  mean  when  you  say  that  the  indigenous 
population  has  received  benefits  on  balance? 

A  Yes . 

Q  Let's  look  at  page  88  of  the  Westinghouse  Report.  Page  88  and 
89  are  two  charts  concerning  the  water  flow  on  the  project;  are 
you  familiar  with  those,  or  can  you  see  them  there? 

| A  I  can  see  them  before  me;  I'm  not  familiar  with  them  in  very 
great  detail. 

Q  But  they  are  part  of  the  Westinghouse  Report  which  you  worked 
on,  right,  and  which  you  described  in  detail?  Now  do  you  see 
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at  the  bottom  of  each  of  those  charts  in  blue  a  phrase  that 
indicates  there  would  be  zero  seepage  from  the  water  ponds? 

A  That  is  what  is  stated  on  the  report. 

Q  Do  you  see  that  on  both  reports? 

A  Yes. 

Q  It  has  subsequently  developed  during  this  hearing  that,  as  a 
matter  of  fact,  there  is  going  to  be  a  lot  of  seepage  from 
the  ponds;  I  think  112  gallons  per  minute  in  one  case.  What 
I  want  to  know  in  reference  to  the  methodology  at  Westinghouse , 
how  that  zero  figure  could  have  gotten  in  there  if,  in  fact, 
there  is  going  to  be  a  lot  of  seepage? 

A  Engineering  design  and  construction  of  any  project  is  an 

evolutionary  process;  when  this  document  was  presented,  this 
was  the  mass  and  energy  balances  on  the  system  design  at  the 
time . 

Q  You  mean  to  tell  me  that  somehow  when  the  Westinghouse  Report 
was  written  there  would  not  have  been  any  seepage,  but  that 
somehow,  later  on,  there  has  become  seepage;  is  that  what 
yjou  1  re  telling  me? 

A  This  is  beyond  the  area  in  which  I  am  very  familiar  with  the 
document  and  the  report  itself,  but  that  is  the  interpreta¬ 
tion  . 

Q  Now,  Doctor,  I'm  not  interested  in  your  interpretation  of  the 
engineering  there,  because  I  understand  that  is  —  maybe  it 
is  your  field,  I  don't  know,  but  it  is  not  the  field  in  which 
you  wrote  in  this  book.  I'm  asking  you  a  different  type  of 
question.  I'm  asking  you  a  question  about  the  Westinghouse  Re¬ 
port,  and  I'm  asking  you  to  recognize  with  me,  as  I  think  most 
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of  counsel  and  all  of  us  do,  that  that  seepage,  dash  zero,  is 
absolutely  wrong.  We've  now  got  Bechtel  with  all  kinds  of 
reports  showing  that  that's  not  the  fact.  Now  I'm  asking  you 
not  whether  it  is  or  isn't  the  fact,  or  whether  it  was  or 
wasn't  the  fact  in  1973  when  that  book  was  put  out;  I'm  asking 
you  what  you  know  about  the  methodology  that  would  allow  an 
error  of  that  nature  to  get  into  the  book,  if  anything;  do 
you  know  how  it  got  into  the  book? 

A  This  was  done  in  consultation  not  only  with  Montana  Power,  but 
with  Bechtel  themselves;  and  that  was  the  plant  design  at  the 
time  the  book  was  published  and  was  the  best  analysis  possible 
at  the  time.  The  fact  that  Bechtel  has  perhaps  changed,  or 
has  made  different  testimony  in  this  hearing,  reflects  a  change 
in  the  design  or  the  impact  of  the  plant. 

Q  Well,  now  I  don't  want  to  tell  you  what  the  evidence  is,  but 
Bechtel  didn't  design  the  leak  or  the  seep  into  the  plan.  The 
point  is  that  the  book  seems  to  say  there  would  be  no  seepage 
from  the  plant,  but  the  facts  are  there  would  be  a  seepage;  so 
are  you  telling  me  that  the  methodology  that  allowed  that  to 
get  into  the  book,  into  the  Westinghouse  Report,  is  that  the 
Westinghouse  Report  reflects  a  hope  or  a  desire  or  a  design 
criteria  rather  than  the  facts? 

A  No,  not  at  all.  That  was  the  state  of  the  design  as  known  by 
the  applicants,  their  consultants,  and  Westinghouse  at  the 
time  the  report  was  published;  it  was  a  true  representation 
of  the  facts  at  that  time. 

Q  A  true  representation  of  the  design  facts,  or  a  true  represen¬ 
tation  of  the  nature  of  the  land  in  Colstrip? 
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A  I  believe  that  this  one  is  mostly  concerned  with  the  design. 

Q  Sure;  you  wouldn't  want  to  say  that  the  land  changed  at  Col- 

strip  between  the  time  the  book  was  put  out,  and  the  time 
that  Bechtel  found  the  leaks;  would  you? 

A  It  could  have;  that  is  beyond  my  area  of  expertise,  and  I 
plead  ignorance. 

Q  So,  what  you  are  saying  is  that  a  good  deal  of  the  material 
in  the  book  is  design  oriented;  in  other  words,  it  presents 
what  the  authors  hope  will  be  the  condition  or  plan  the  con¬ 
dition  to  be  after  the  plant  is  built;  is  that  right? 

A  Particularly  with  respect  to  engineering  parameters. 

Q  Now,  let's  move  that  over  into  your  area;  are  you  saying  that 
that's  not  true  in  your  area?  I'm  talking  about  socioeconomic 
results? 

A  Can  you  state  that  in  an  explicite  question,  please? 

Q  Yes;  you  have  said  the  seepage  zero,  shown  on  page  88  and  89, 
was  a  design  criteria  only,  and  I'm  saying  are  the  conclusions 
in  your  part  of  the  book  design  criteria  only  also?  In  other 
words,  is  it  what  you  plan  and  hope  for  the  socioeconomic 
conditions,  or  is  it  factual,  apart  from  what  you  might  like 
to  have  there? 

A  It's  a  combination  of  both. 

Q  All  right.  And  have  you  differentiated  in  the  Westinghouse 
Report,  which  parts  of  your  report,  and  in  your  text  here  to¬ 
day,  have  you  differentiated  which  part  are  plans  and  which 
parts  represent  facts  as  you  found  them?  In  other  words,  have 
you  differentiated  between  the  hypothetical  results  and  the 
facts  as  you  found  them? 


-3328- 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 


A  Not  in  such  words;  the  basis  for  any  analysis  was  stated,  and 
any  assumptions  placed  upon  those  bases  to  get  final  results 
were  so  stated.  Those  assumptions  could  be  stated  in  your 
terms,  then,  as  being  part  of  the  design;  that,  indeed,  if 
that  design  holds  firm,  then  the  results  are  as  reported. 

Q  But  sometimes  in  stating  your  conclusions,  you're  not  clear, 
then,  or  you  don't  recall  putting  in,  whether  the  conclusion 
is  based  on  a  design  feature  or  a  factual  feature;  is  that 
right? 

A  Both  facts  are  stated. 

Q  Well,  let's  go  ahead  then  a  little  ways,  and  see  if  we  find 
that  to  be  the  case.  On  page  2  of  your  statement,  you  say 
that  the  research  people  went  out  and  examined  the  site,  and 
they  examined  a  number  of  things  here,  and  among  other  things, 
you  say  they  examined  the  urban  planning.  In  examining  the 
urban  planning,  did  your  people  pick  up  the  location  and  the 
significance  of  the  placement  of  the  mobile  trailer  court? 

A  Yes. 

Q  Did  you  realize  that  it  was  built  on  a  flood  plain? 

A  Yes . 

Q  I  didn't  find  that  in  your  report;  is  it  in  your  statement 
here? 

A  Not  so  stated. 

Q  In  other  words,  a  trailer  court  at  Colstrip  was  built  on  a 
flood  plain,  and  you  knew  that,  and  you  did  not  state  it  in 
your  statement  to  this  board;  is  that  true? 

A  That's  true. 

Q  Did  you  state  that  it  was  built  on  a  flood  plane  in  the  West- 
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inghouse  Report? 

A  Not  explicitly. 

Q  Did  you  know  that  it  was  built  on  a  flood  plane  when  the  West- 
inghouse  Report  was  written? 

A  Yes . 

Q  Do  you  think  it's  significant  that  a  mobile  trailer  court  is 
built  on  a  flood  plane? 

A  Not  for  the  analysis  we  were  doing. 

Q  Well,  is  it  significant  for  the  people  that  live  in  the 

trailer  court?  Now,  you  see  here's  our  distinction  between 
planning  criteria  and  fact.  Now,  planning  criteria-wise ,  it 
might  not  make  any  difference  where  it  is;  you  can  put  curbs, 
and,  you  know,  draw  all  the  pretty  pictures  anywhere;  but  from 
the  point  of  view  of  living  in  a  trailer  court,  can't  you  and 
i  agree  that  it  would  matter  whether  it  was  built  on  a  flood 
plane? 

A  It  could  matter;  it  would  depend  upon  — 

Q  On  the  rain,  wouldn't  it? 

A  Yes,  sir;  it  would. 

Q  Well,  I  realize  you're  only  a  chemical  engineer,  Doctor,  but 
you  have  attempted  here  a  socioeconomic  report,  and  would  you 
say  that  it  was  good  planning  to  build  a  mobile  trailer  court 
on  a  flood  plane? 

A  I  wouldn't  say  that  it  would  constitute  poor  planning. 

Q  Well,  I  didn't  expect  you  to  say  that;  I  didn't  ask  you  to  say 

that.  Is  this  the  sort  of  thing  you  would  have  recommended 
had  you  been  building  the  trailer  court? 

A  Perhaps,  if  I  would  have  known  all  of  the  facts,  particularly, 
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as  you  said,  about  rainfall  and  waterflows,  frequencies. 

Q  In  other  words,  you  might  have  been  willing  to  gamble  that  it 
wouldn't  rain  enough  while  the  mobile  trailer  court  was  needed 
is  that  what  you're  telling  me? 

A  It's  not  taken  as  a  gamble,  no. 

Q  Well,  my  friend, let  me  advise  you  that  in  Montana,  whether 
or  not  we're  going  to  have  a  flood  is  a  gamble;  you  can't 
guarantee  it  and  neither  can  I.  Now  I'm  asking  you  as  a 
planning  expert,  or  as  a  socioeconomic  author,  do  you  think 
it's  a  good  idea  to  baild  a  mobile  home  trailer  court  on  a 
flood  plane? 

A  Without  knowing  specifics  of  all  the  facts,  I  couldn't  say 
whether  it  would  be  good  or  bad. 

Q  Did  you  in  your  million  dollar  Westinghouse  Report  find  out 
all  the  specifics? 

A  No. 

Q  And  you  did  not  disclose  to  the  Board  of  Natural  Resources 
in  the  report  or  in  your  statement  here  today  the  fact  that 
you  knew  it  was  built  on  a  flood  plane;  did  you? 

A  No,  we  did  not  so  state  that. 

Q  Only  when  cross-examined  did  you  admit  that  you  actually  knew 
that  fact,  which  some  people  might  think  was  important;  isn’t 
that  true? 

A  Some  people  might,  yes. 

Q  Okay.  Well,  now  perhaps  the  board  will  have  that  before  them 
because  you  have  admitted  that  you  do  know.  All  right,  let's 
go  onto  another  point  then.  I  realize  you've  testified  a 
great  deal  about  this,  and  I  don't  wish  to  prolong  this  at  all 


-3331- 


1 

n 

z 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 


but  I  would  like  to  know  which  public  officials  in  Colstrip 
you  talked  about  before  you  wrote  the  report,  not  after  but 
before  you  wrote  the  report.  I'm  not  talking  about  your  trip 
here  last  spring,  I'm  talking  about  the  earlier  trip.  You've 
alleged  in  your  statement  on  page  3  that  you  got  primary  in¬ 
formation  from  public  officials  in  Colstrip,  and  I  need  to 
know  their  names? 

A  For  one,  the  superintendent  of  schools;  for  others,  employees 
of  Western  Energy  Company. 

Q  Well,  now  wait  a  minute.  An  employee  of  Western  Energy  Compan^ , 
unless  he  holds  some  kind  of  office,  is  not  a  public  official, 
is  he?  I  happen  to  be  a  political  scientist  and  public  offi¬ 
cial  is  a  term  of  art  with  me;  it  means  in  some  level  of  govern¬ 
ment.  All  right,  now  which  governmental  officials  in  Colstrip 
did  you  talk  to  before  you  wrote  the  Westinghouse  Report? 

We  know  the  superintendent  of  schools;  any  others? 

A  The  sheriff. 

Q  You  talked  to  the  sheriff;  okay. 

A  And  other  school  personnel  such  as  the  principal. 

Q  The  superintendent  and  the  principal  of  the  school  and  the 
sheriff? 

A  Yes. 

Q  Is  that  a  fair  list;  that's  the  Colstrip  public  officials? 

Okay.  Now  in  preparing  this,  according  to  your  statement  on 
page  3  of  this  report,  you  say  you  made  a  critical  assumption 
that  all  of  the  people  working  on  the  Colstrip  project  would 
come  from  outside  the  state;  that  wasn't  true,  was  it? 

A  That  assumption  was  true,  or  what  you  just  said  was  an  assump- 
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tion  and  that  was  true. 


Q  So,  we're  back  to  the  dichotomy  between  plans  and  facts,  and 
what  you're  saying  is  you  planned  the  report  based  on  all 
being  from  outside  the  state;  but  you  do  admit,  don't  you, 
that  all  of  the  people  working  on  the  project  did  not,  in 
fact,  come  from  outside  the  state? 

A  That  is  correct. 

Q  So,  if  your  plan,  and  we're  talking  here  now  about  assumptions, 
and  we're  talking  about  primary  information,  so  we're  talking 
about  material  from  which  you  developed  your  conclusions; 
right? 

A  Yes. 

Q  So,  we  have  at  least  one  critical  error  in  your  collection  of 
information  processed;  namely,  you  presumed  that  they  would 
all  be  from  in  and,  the  fact  of  the  matter  is  they  weren't  all 
from  in  the  state;  isn't  that  true? 

A  It  was  not  an  error  at  the  time;  this  was  a  supposition  made  i;i 
order  to  quantify  an  upper  bound  on  the  impact,  assuming  such 
things  as  maximum  school  enrollments. 

Q  All  right,  if  it  isn't  an  error,  it  at  least  will  give  you  a 
base  from  which  to  build  that  is  unrealistic;  isn't  that  true? 

A  Would  give  the  base  in  which  an  upper  bound  of  the  impact  is 
projected. 

Q  So  what  you  did  was  construct  a  plan,  not  try  to  analyze  the 
situation  as  you  found  it;  is  that  correct? 

A  What  we  did  not  do  is  present  alternatives  to  the  plan  which 
we  put  forth,  such  as  50  percent  of  them,  30  percent  of  them, 

70  percent  of  them  coming  from  outside  the  state. 
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Q  Well,  what  we're  doing  here,  we're  making  some  basic  assump¬ 
tions  on  which  to  build  a  report;  and  one  of  the  assumptions 
is  just  not  true,  is  it?  It's  a  true  assumption  in  the  sense 
that  that's  what  you  decided  to  do,  but  it  has  nothing  to  do 
with  what  really  was  happening  at  Colstrip;  does  it?  Well, 
you  only  have  to  go  to  the  next  page  to  find  the  answer  to 
that  because  you,  yourself,  say  that  66  percent  of  the 
people  did  not  come  from  out  of  the  state? 

A  That  is  correct. 

Q  So,  obviously,  you  were  only  66  percent  wrong  in  your  assump¬ 
tion  that  they  would  all  come  from  in  the  state;  isn't  that 
right? 

A  Or  that  we  could  have  used  an  alternate  assumption  when  we  be¬ 
gan  our  study;  we  didn't  have  the  66  percent  when  we  began  our 
study,  and  wanted  to  project  a  maximum  impact  on  the  community. 

Q  But  now,  Doctor,  you're  not  saving  that  it's  not  possible  to 
honestly  assess  what  the  likelihood  was  of  people  coming  from 
outside  the  state;  are  you? 

A  No. 

Q  You  just  didn't  do  that?  All  right,  now,  secondly,  it  says 
that  you  assumed,  a  critical  assumption  according  to  you 
phraseology,  that  these  people  that  worked  at  Colstrip  would 
be  "located  in  the  community."  That's  another  assumption 
that,  in  fact,  could  not  be  born  out;  isn't  that  true? 

A  That  is  an  assumption  which  was  not  born  out  in  fact  over  the 
course  of  the  project,  correct. 

Q  Now  that's  another  assumption  that  a  little  study  might  have 
given  you  some  insight  into;  isn't  it? 
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It  could  have,  yes. 

But  the  report  that  you  prepared,  or  the  Westinghouse  people, 
and  which  is  largely  intact  today,  was  based  on  these  two 
assumptions  that  all  of  them  would  come  from  outside,  and  that 
all  of  them  would  live  in  Colstrip;  that's  true,  isn’t  it? 

Yes . 

Okay.  And  then  you  have  here  on  page  3  another  assumption. 

You  said  that  if,  in  fact,  any  of  the  workers  came  from  with¬ 
in  the  region,  which  I  heard  you  define  as  the  area  around 
Colstrip;  is  that  what  you  mean,  the  area  around  Colstrip, 
or  is  Billings  included  in  the  region? 

No,  Colstrip  community  and  the  region  which  would  be  served 
by  the  Colstrip  community;  for  instance,  school  district  19, 
or,  if  we're  talking  about  county  revenues,  about  the  county. 
So,  when  you  say  that  if  the  workers  came  from  within  the 
region,  they  would  not  generate  additional  demands  for  ser¬ 
vices,  you  mean  if  they  came  from  in  town? 

No,  if  you're  talking  about  school  enrollments,  you're  talking 
about  any  school  enrollments  within  district  19.  If  you're 
talking  about  tax  revenues  to  the  county,  you're  talking  about 
the  entire  county  of  Rosebud.  So  it  depends  upon  which  para¬ 
meter  you're  talking  about,  and  the  bounds  of  that  physical 
region . 

All  right,  let's  not  talk  so  much  about  parameters;  let's  talk 
about  what  really  happened.  A  lot  of  the  people  that  worked 
at  Colstrip  came  from  Billings;  didn't  they? 

Yes,  sir. 

Did  they  create  a  demand  for  additional  services  in  the  Colstr 
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area? 


A  To  some  extent,  yes. 

Q  So  that  if  the  region  was  as  wide  as  southeastern  Montana, 
then  your  assumption  that  they  wouldn't  create  additional 
services  turned  out  to  be  wrong  again;  didn't  it? 

A  The  assumption  didn't;  support  data  for  that  assumption  said 
that  the  assumption  was  not  valid. 

Q  Oh,  you're  making  the  distinction  again  between  —  you  were 
going  to  assume  this  whether  it's  the  fact  or  not,  right? 

Isn't  it  a  fact  that  with  a  little  bit  of  study  you  could  have 
found  out  whether  or  not  some  of  the  people  were  going  to 
come  from  other  areas  around  Colstrip? 

A  We  could  have  made  suppositions  about  where  the  different 
people  would  come  from. 

Q  Well,  you  did  make  a  supposition,  didn't  you? 

A  We  made  one  supposition. 

Q  Couldn't  you  have  made  -- 

A  Another  one? 

Q  Yes,  couldn't  you  have  made  a  more  accurate  supposition  by  a 
little  thought? 

A  We  could  have  made  alternate  suppositions  which  may  be  closer 
to  the  fact  which  occurred. 

Q  Well,  as  a  matter  of  fact,  Doctor,  and  you're  a  well  educated 
man  and  very  articulate,  isn't  it  honestly  obvious  that  you 
could  have  guessed  better  than  that  none  of  them  would  create 
any  additional  services,  because  you  can  see  that  they're  going 
to  come  from  other  little  areas,  and  as  soon  as  they  cross  the 
school  district  line,  they  are  going  to  cause  additional  service; 
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aren't  they? 

A  That  could  have  been  done.  Again,  going  back  to  our  objective, 
was  to  present  a  picture  of  the  maximum  impact;  and  so  these 
assumptions  reflected  that  concern. 

Q  Let's  assume  for  a  moment  what  you  assumed,  that  they  all 

came  from  within  your  region,  which  is  just  the  school  district 
let's  say,  and  that  they  would  not  generate  additional  demands 
for  services.  Then  you  went  ahead  and,  if  I  read  your  sen¬ 
tence  correctly  on  line  19,  you  did,  however,  say  that  they 
would  generate  new  tax  revenues.  How  do  you  assume  that  some¬ 
one  is  going  to  generate  new  tax  revenues  when  he  lives  in 
the  same  school  district,  and  changes  jobs? 

A  Because  it  depends  upon  the  property  taxes  which  could  or 
would  change  in  that  school  district. 

Q  Well,  are  you  saying  that  you  assume  that  when  they  went  to 

work  for  Colstrip  they'd  buy  a  new  car;  therefore,  their  taxes 
would  be  greater;  is  that  what  you're  saying? 

A  No,  unless  he  has  additional  disposable  income  which  is  stated 
in  line  18;  but  if  the  man  is  a  property  owner,  and  he  changes 
from  one  job  to  work  at  the  Colstrip  job,  if  because  of  that 
project,  his  property  taxes  that  he  pays  are  reduced  or  in¬ 
creased,  that  is  an  incremental  amount  which  can  be  attributed 
to  the  project;  and  that's  what  that  sentence  says. 

Q  So,  the  only  new  tax  revenue  that  you  anticipated  was  change 
in  level  of  incomes;  is  that  it? 

A  For  the  individual,  yes. 

Q  If  a  man  came  to  the  Colstrip  region  from  Billings  and  lived 
in  Colstrip,  he  would  generate  a  new  taxable  income  in  Col- 
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strip;  wouldn’t  he? 

A  Yes,  sir. 

Q  Of  course,  he  would  lower  the  taxable  income  in  Billings; 

wouldn ' t  he? 

A  Yes,  sir. 

Q  You  don't  mean  to  imply  that  there's  any  balance  been  struck 
here,  that  you've  investigated? 

A  We  did  not  investigate  that  balance,  that's  true. 

Q  Now,  as  it  turned  out,  66.3  percent  of  the  workers  had  pre- 

i 

viously  been  residents  of  Montana;  what  do  you  mean  by  that? 

Do  you  mean  they  were  residents  of  Montana  from  other  areas, 
or  they  had  lived  in  Montana  once  in  their  lifetime? 

A  They  were  residents  of  Montana  prior  to  being  employed  on  this 
specific  project  —  immediately. 

Q  So  you  don't  really  mean  previously  at  all;  you  mean  -- 
A  Immediately  previous. 

Q  Well,  Colstrip  is  also  in  Montana;  you  mean  continuously  or 
still  residents  of  Montana? 

A  Yes . 

Q  Nearly  all  of  these  workers,  you  say,  left  their  wives  and 

families  and  their  permanent  residences  and  commuted;  did  you 
anticipate  that? 

A  We  anticipated  that  that  would  be  a  possibility ;  we  did  not 

put  that  into  our  analysis,  as  the  assumption  stated  on  page 

3. 

Q  And  that's  not  one  of  your  critical  assumptions?  You  made  a 
series  of  critical  assumptions  before  you  wrote  the  Westing- 
house  Report,  and  one  of  them  was  not  that  a  lot  of  people 
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would  commute? 


A  That's  correct;  we  stated  that  they  would  be  new  residents. 

Q  When  you  did  the  plan,  you  didn't  anticipate  or  assume  that 
they  would  commute;  but  the  fact  is  they  did  commute,  large 
numbers  of  them;  didn't  they? 

A  That's  correct. 

Q  So,  once  again  we  have  --  you  know,  I  don't  know  whether  your 
assumption  was  wrong;  it  was  whatever  you  chose  to  make  it  in 
the  plan,  but  the  plan  did  not  fit  the  facts;  did  it? 

A  That's  correct. 

Q  Now  where  did  you  reflect  that  difference  in  the  Westinghouse 
Report? 

A  In  the  statement  to  those  assumptions  and  the  objectives  of 
the  report. 

Q  Did  you  say  that  in  the  Westinghouse  Report? 

A  Explicitly,  explicitly. 

Q  They're  all  listed  in  there;  I've  read  them. 

A  Yes,  sir. 

Q  Yes,  now  where  does  it  say  in  there  that  the  assumption  that 
they  wouldn't  commute  was  wrong,  and  that  we  found  out  they 
really  did  commute? 

A  We  didn't  have  that  data  at  the  time  that  this  report  was 
published . 

Q  So,  what  I'm  pointing  out  is  that  the  Westinghouse  Report  then 
becomes  a  plan  based  on  an  assumption  which,  in  fact,  never 
took  place;  isn't  that  true? 

A  That's  correct. 

Now  where  in  your  statement  to  the  board  today  do  you  show  the 
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results  of  the  fact  that  you  --  I  don't  know  if  you  want  to 
call  it  made  a  mistake  --  but  that  you  made  an  assumption  dif¬ 
ferent  from  the  facts  on  the  commuting  business? 

A  That's  stated  in  part  on  page  4. 

Q  Well,  it  says  that  they  did  leave;  I'm  asking  --  you  know 
now  that  we  know  the  facts  -- 

A  Right. 

Q  Where  have  you  changed  you  conclusions  because  of  it?  We  have 
now  found  the  facts  to  be  different  than  you  thought  they  were 
going  to  be? 

A  Yes. 

Q  When  you  wrote  the  Westinghouse  Report,  where  have  you  changed 
your  conclusion  to  reflect  that;  or  are  we  still  going  to  go 
blithely  on  believing  that  things  are  going  to  be  the  way  that 
you  concluded  they  would  be  in  the  Westinghouse  Report? 

A  No,  no. 

Q  Okay,  we're  not;  now  just  show  me  where  it  is  in  your  state¬ 
ment  here  that  you  admit  that  to  the  board?  You've  pointed 
out  that  they  do  commute,  but  what  are  the  results  of  that 
commuting;  what  has  this  meant  socioeconomic-wise  to  Colstrip? 

A  Those  conclusions  are  not  quantified  in  my  statement. 

Q  Okay,  now  would  you  agree  with  me  that  people  who  commute  and 
who  leave  their  wives  and  families  live  a  different  kind  of 
life  than  people  who  live  with  their  families? 

A  Yes. 

Q  Where  have  you  reflected  that  in  your  statement  to  the  Board 
of  Natural  Resources? 

A  That  is  not  explicitely  stated. 
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Q  Okay,  so  the  fact  of  the  matter  is  that  the  report,  although 
it's  a  report,  doesn't  really  explicitely  state  a  lot  of  con¬ 
clusions  of  an  economic  socio  nature  that  you  know  from  facts 
that  you've  now  developed;  does  it? 

A  That's  correct. 

Q  One  result  that  my  friends  in  Colstrip  tell  me  is  that  they 
have  to  have  a  lot  more  police  protection  than  they  used  to 
have  because  they  have  a  large  male  population  with  no  wives 
and  children  living  with  them? 

MR.  BELLINGHAM:  Just  a  moment.  We  move  to  strike 
the  question  on  the  basis  it  is  founded  on  facts  not  in 
evidence;  it's  a  conclusion  of  the  interrogator  only. 

HEARINGS  EXAMINER:  It's  overruled;  he  can  ans¬ 
wer  the  question. 

Q  I  haven't  asked  the  question,  but  the  question  is, do  you 
think  that's  the  situation? 

A  There's  an  increase  of  public  safety  personnel  because  there 
has  been  a  substantial  increase  in  the  number  of  people  to  be 
served  by  those  public  safety  operations. 

Q  And  is  any  of  the  increase  due  to  the  fact  that  they're  a 

commuting  type  population  instead  of  a  rooted  type  population? 

A  Perhaps  they  would  have  different  characteristics;  funda¬ 
mentally  we're  talking  about  the  numbers  of  people. 

Q  Do  you  think  they  would  have  different  characteristics,  the 
community,  if  it  had  a  commuting  type  population  as  against 
one  living  there? 

A  If  the  base  size  of  the  community  is  the  same  in  both  cases, 
there  would  be  different  characteristics. 
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Q  Have  you  reflected  that  in  your  report  to  the  Board  of 
Natural  Resources? 

A  No. 

Q  Okay,  now  on  page  5,  Dr.  Beisel,  you  say  that,  "As  a  result, 
there  was  no  overcrowding  of  housing  in  either  Colstrip  or 
Forsyth."  Are  you  aware  of  the  fact  that  Forsyth  is  trying 
to  discourage  new  housing  starts  there? 

A  Yes. 

Q  Has  that  discouragement  been  one  of  the  reasons  that  there 
hasn't  been  an  overcrowding? 

A  Yes,  it  is. 

Q  Do  you  state  in  here  anywhere  that  the  community  of  Forsyth 
is  trying  to  discourage  growth? 

A  No,  I  don't  explicitly  state  that. 

Q  Do  you  think  that's  an  important  socioeconomic  fact? 

A  Yes,  it  is. 

Q  Do  you  know  why  Forsyth  is  trying  to  discourage  growth? 

A  Not  exactly. 

Q  Do  you  think  it  would  be  important  if  you  were  writing  a 
socioeconomic  report  on  an  area  to  try  to  find  out  why? 

A  It  would  be  a  desirable  input  to  have. 

Q  Did  you  do  that  here? 

A  It's  not  so  stated;  we  did  end  up  speaking  to  personnel  in 
Forsyth,  and  getting  their  assessments  on  the  impact  of  the 
project  on  that  community. 

Q  But  you  tell  me  you  don't  know  why;  that's  what  you  just  said 
a  moment  ago? 

A  Yes . 
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Q  Okay,  so,  apparently,  you  didn't  get  a  satisfactory  answer 
from  the  investigation  you  did  to  date;  is  that  so? 

A  That  could  be  said. 

Q  Okay,  what's  happened  to  property  taxes  in  Forsyth  since  be¬ 
fore  the  Colstrip  project  and  now,  comparing  them?  Has  it 
gone  up  or  down.  Doctor? 

A  I  believe  the  revenues  have  gone  down. 

Q  You  believe  the  revenues  have  gone  down? 

A  The  revenues  paid  by  the  individual  have  gone  down. 

Q  In  other  words,  you  think  property  taxes  in  Forsyth  have  gone 

down  since  the  Colstrip  project  started?  Do  you  have  know¬ 
ledge  of  that,  or  is  that  your  impression? 

A  That's  my  impression;  that's  not  my  knowledge. 

Q  All  right,  and  it's  based  on  your  impression  that  property 

taxes  in  Forsyth  have  gone  down  that  you've  made  some  of  the 
conclusions  in  this  report;  is  that  true? 

A  That's  a  possibility. 

Q  And  if  you  are  wrong  in  your  assumption  that  property  taxes 
have  gone  down  in  Forsyth,  then  your  conclusion  might  not 
be  right;  is  that  so? 

A  It  might  not  be,  depending  upon  the  -- 

Q  Of  course,  it  might  be  right  as  a  matter  of  luck  anyway;  isn't 
that  true? 

A  No,  it  might  be  right  because  that  is  not  the  only  considera¬ 
tion  taken  into  account. 

Q  What  do  you  know  about  housing  rents  in  Forsyth? 

A  I  would  imagine  that  they  have  increased  because  of  the  pro¬ 

ject. 
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Q  Well,  now,  this  board  is  not  really  interested  in  what  you 

imagine,  Doctor;  and  you're  a  scientist;  and  you've  done  mathe¬ 
matical  modeling,  so  I  know  you  are  a  precise  person;  you're 
a  chemical  engineer.  I  want  to  know  what  you  know  about  them; 
if  you  don't  know  anything  about  them,  just  admit  it,  Doctor. 

A  I  don't  know  the  present  status  of  the  rents  in  Forsyth. 

Q  Do  you  know  whether  they  have  increased  or  decreased  since 
the  Colstrip  project? 

A  No,  I  don't. 

Q  Okay,  would  that  be  an  important  factor  in  making  economic 
socio-analysis  of  Colstrip 's  impact  on  Forsyth? 

A  It  could  be  one  factor  to  be  considered. 

Q  You  talk  on  page  5  about  the  typical  company  town,  and  I  don't 

know  what  that  means  because  there  are  lots  of  company  towns, 
some  built  by  the  Federal  Government,  some  built  by  companies, 
some  dating  from  the  17  and  1830 's  and  others  modern;  but 
let's  talk  a  little  bit  about  Colstrip.  When  the  Burlington 
Northern  owned  Colstrip,  do  you  know  whether  or  not  it  owned 
all  the  property  in  Colstrip? 

A  I  don't  know,  but  I  believe  they  did. 

Q  When  the  Montana  Power  bought  Colstrip  from  the  Burlington 
Northern,  didn't  they  end  up  with  the  ownership  on  all  the 
property  in  Colstrip? 

A  Yes . 

Q  That  was  in  my  judgment,  or  recollection,  sometime  in  1958  or 
'60,  something  of  that  nature.  Can  you  tell  me  whether  or  not 
when  the  Colstrip  project  started,  the  Montana  Power  owned  all 
the  property  in  Colstrip? 
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A  I  believe  they  did. 

Q  So,  from  whenever  they  bought  in  in  '58  or '60  or  '62,  until 

the  '70's,  they  didn't  divest  themselves  of  any  of  the  owner¬ 
ship  of  the  property  in  Colstrip? 

A  That  would  be  correct. 

Q  When  to  your  knowledge  did  Montana  Power  first  divest  itself 
of  any  real  estate  in  Colstrip? 

A  Very  recently. 

Q  Since  these  hearings  began,  Doctor? 

A  I'm  not  sure  of  the  exact  date. 

Q  Well,  as  a  matter  of  fact,  when  you  wrote  the  Westinghouse 

Report,  they  owned  all  the  property  in  Colstrip;  didn't  they? 
A  Yes. 

Q  You're  not  sure  whether  they  sold  any  of  it  before  the  hear¬ 
ings  took  place  here? 

A  No,  I  don't  know  when  that  occurred. 

Q  What  do  you  know  Montana  Power  has  sold  in  the  way  of  real 
estate  in  Colstrip? 

A  Some  land  for  private  development. 

Q  Is  that  in  town  or  near  town? 

A  Near  town. 

Q  How  many  tracts  of  land  have  they  sold  to  private  developers 

to  your  knowledge? 

A  Ten  to  twelve,  I  think. 

Q  Ten  to  twelve  different  lots;  is  that  what  you  mean? 

A  Yes. 

Q  Or  different  tracts;  different  lots? 

A  Yes. 
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Q  And  how  many  different  developers  have  they  sold  them  to? 

A  I  think  to  one. 

Q  One;  is  that  your  answer? 

A  Yes,  sir. 

Q  Do  you  know  whether  this  person  that's  bought  land  from  Mon¬ 
tana  Power  has  any  contract  with  them? 

A  No,  sir,  I  don't. 

Q  Do  you  know  whether  the  Montana  Power  included  in  its  sale 
any  conditions  as  to  the  type  of  housing  he  construct,  or 
what  he  do  with  his  land? 

A  No,  I  don't  believe  so. 

Q  He  can  do  anything  he  wants  with  his  land  as  far  as  you  know? 

A  I  believe  so. 

Q  Do  you  know  that? 

A  No,  sir. 

Q  The  fact  is  you  don't  know  whether  or  not  there  are  conditions ? 
A  No,  I  don't. 

Q  Has  this  developer  built  a  house  on  any  of  these  lots? 

A  I  think  he  is  presently. 

Q  So,  there  is  a  house  being  constructed  on  a  lot  not  owned  by 
Montana  Power  at  Colstrip? 

A  I  believe  so. 

Q  More  than  one? 

A  I  think  so. 

Q  Do  you  know? 

A  Not  exactly  the  number. 

Q  Other  than  these  houses  being  built  by  one  developer,  is  there 
any  other  property  you  know  of  in  Colstrip  that  Montana  Power 
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has  sold? 

A  Not  that  I  know  of. 

Q  About  a  year  ago  there  were  some  articles  in  the  paper  that 
Montana  Power  was  going  to  sell  the  old  houses,  some  of  the 
old  houses  that  it  owned,  to  the  people  that  had  been  living 
in  them  for  twenty  or  thirty  years;  do  you  know  whether  they 
have  accomplished  that? 

A  No,  I  don't. 

Q  You  haven't  heard  about  it? 

A  Yes. 

Q  But  you  haven't  heard  about  it  being  accomplished? 

A  I  haven't  heard  about  it  being  accomplished. 

Q  Have  they  sold  any  stores  in  Colstrip? 

A  I  don't  believe  they  physically  sold  the  stores. 

Q  How  many  stores  are  there  in  Colstrip? 

A  Maybe  five. 

Q  Now  there's  a  grocery  store  in  an  old  white  building;  isn't 
there? 

A  Yes. 

Q  Then  there's  a  big  new  mercantile  complex,  right? 

A  Yes. 

Q  Are  all  the  other  stores  in  that? 

A  Yes. 

Q  So  there  are  really  only  two  buildings  in  Colstrip  with  stores 
in  them;  isn't  that  true? 

A  Yes . 

Q  And  who  owns  the  big  building  that  has  all  of  the  stores  in 
it? 
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A  Western  Energy  Company. 

Q  And  who  sets  the  rent  on  that  building? 

A  Western  Energy  Company  would. 

Q  And  who  determines  whether  or  not  to  rent  to  a  tenant? 

A  Western  Energy  Company  does . 

Q  Who  owns  the  white  building  that  the  grocery  store  is  in? 

A  Western  Energy  Company. 

i 

Q  And  who  determines  the  rent  on  that  building? 

A  Western  Energy  Company. 

Q  Is  there  a  mercantile  establishment  in  Colstrip  the  building 
of  which  is  not  owned  by  Western  Energy? 

A  I  don't  believe  so. 

Q  Is  there  a  bar  in  the  city  of  Colstrip? 

A  I  don't  believe  so. 

Q  There  are  two  bars  outside  of  Colstrip;  isn’t  that  true? 

A  Yes,  sir. 

Q  And  that's  all  the  bars  in  the  whole  valley;  isn't  that  true? 
A  Yes,  sir. 

Q  Do  you  know  who  owns  the  land  those  two  bars  are  on? 

A  No,  I  don't. 

Q  Do  you  know  if  the  Western  Energy  Company  does? 

A  No,  I  don't. 

Q  Do  you  know  if  they  own  the  buildings  the  bars  are  in? 

A  No ,  I  don ' t . 

Q  Does  the  Western  Energy  Company  own  any  of  the  stores  them¬ 
selves;  is  it  in  the  merchantile  business? 

A  No,  they  are  not. 

Q  Is  there  a  law  office  in  Colstrip? 


-3348- 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 


A  I'm  not  sure  if  there  is  or  not. 

Q  Is  there  a  bank? 

A  Yes . 

Q  Who  owns  the  building  the  bank  is  in? 

A  It's  in  the  mercantile  center. 

Q  And  who  owns  that  again? 

A  Western  Energy  Company  as  stated  previously. 

Q  Is  Western  Energy  or  Montana  Power  represented  on  the  board 
of  directors  of  that  bank? 

A  I  don't  know  that  for  fact. 

Q  How  many  people  in  Colstrip,  or  its  environment;  that  is,  in 
the  area? 

A  I  believe  about  1,700. 

Q  At  one  time  there  were  1 , 400  workers ,  weren't  there? 

A  Yes . 

Q  How  many  people  have  lived  there,  let's  say,  at  the  maximum 
of  Colstrip  1  and  2  construction?  Surely  it  would  have  to 
be  more  than  1,7  00,  wouldn't  it? 

A  Yes . 

Q  Do  you  have  any  idea? 

A  I'm  not  exactly  sure  of  the  number  now. 

Q  Well,  let's  say  2,000  for  a  round  number;  is  that  fair? 

A  If  that's  your  number. 

Q  Okay,  and  these  2,000  people  have  access  to  how  many  grocery 
stores? 

A  Within  the  Colstrip  area,  we  said  two;  but  there  are  other 
communities  nearby  which  are  accessible  to  them. 

Q  How  near  is  the  next  community  of  any  significant  size? 
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A  About  20  or  30  miles. 

Q  Okay.  Have  you  ever  had  to  go  20  or  30  miles  to  get  a  bottle 
of  milk.  Doctor?  In  other  words,  grocery  shopping  is  not 
traditionally  done  at  20  or  30  miles  away;  is  it? 

A  It  could  be;  it  could  not  be. 

Q  Oh,  it  could  be;  you  could  go  to  North  Dakota  to  get  milk  if 

you  wanted  to,  couldn't  you? 

A  Yes . 

Q  All  right;  so  the  point  is  that  2,000  people  in  Colstrip  have 
to  do  business  in  two  grocery  stores,  both  of  whom  lease  from 
Western  Energy  Company;  isn't  that  true? 

A  That's  correct. 

Q  And  they  also  have  the  privilege  of  doing  business  in  either 
three  or  four  other  businesses,  and  that's  all  they  have 
mercantile-wise  in  the  city;  isn't  that  right? 

A  Right  now;  there  are  plans  for  expansion  of  that  facility. 

Q  Let's  talk  about  this  situation  from  the  time  that  Colstrip 

started  until  today;  they've  only  had  an  opportunity  to  shop 
in  four  or  five  stores;  isn't  that  true? 

A  Yes,  in  the  Colstrip  community  itself;  but  we  ended  up  saying 

that  a  large  percentage  of  those  people  are  commuters ,  and  that 
those  people  don't  necessarily  shop  in  the  Colstrip  community. 

Q  Well,  now,  you  say  that  they  shop  in  the  community  on  either  a 
daily  or  a  weekly  basis.  The  fact  of  the  matter  is  that  most 
of  them  commute  on  a  weekly  basis;  don't  you  know  that? 

A  Yes . 

Q  So  you  have  people  that  are  stuck  in  that  town  for  a  week,  and 
you're  suggesting  that  they  don't  need  to  shop  so  we  don't  neec 
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a  store  for  them;  is  that  right? 

A  No. 

Q  Okay,  you're  not  suggesting  that.  Now  I  only  want  to  go  on 
one  more  little  point  before  lunch,  but  I  want  to  go  into 
this:  You  say  on  page  8  in  your  statement  that  "In  addition 

to  residential  and  commercial  construction.  Western  Energy 
provided  the  opportunity  for  development  of  a  community 
swimming  pool."  Is  there  a  community  swimming  pool  in  Colstrip? 

A  Not  right  now;  there's  development  of  a  community  center. 

Q  You  say,  "provided  the  opportunity";  that's  the  secret  key  * 
word  here,  isn't  it? 

A  Yes . 

Q  In  other  words,  they  haven't  provided  a  swimming  pool;  have 
they? 

A  No,  not  yet. 

Q  They've  only  provided  the  opportunity;  in  other  words,  there's 
a  building  that  someone  can  put  one  in  in  the  future;  is  that 
it? 

A  Yes,  sir;  they  can. 

Q  Alright,  now,  Doctor,  you  say  that  they  provided  the  oppor¬ 
tunity  for  a  movie  theater ;  is  there  a  movie  theater  in  Colstrip, 
Doctor? 

A  Not  that  I  know  of. 

Q  You  say  they  provided  the  opportunity  for  a  bowling  alley;  is 
there  a  bowling  alley  in  Colstrip,  Doctor? 

A  I  don't  believe  there  is  one  in  the  community,  no. 

Q  Alright,  Doctor,  let's  be  honest  with  each  other;  candidly,  are 
you  using  the  words  "provided  the  opportunity"  to  imply  that 
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the  Western  Energy  Company  has  done  something  about  these 
things  when,  in  fact,  these  facilities  do  not  now  exist  in 
that  company  town? 

A  The  facilities  do  not  exist;  the  opportunity  for  having  those 
facilities  there  does,  and  Western  Energy  Company  supports 
that . 

Q  Doctor,  the  facilities  do  not  exist  for  a  college  in  Colstrip 
either,  do  they? 

A  That's  correct. 

Q  But  Western  Energy  owns  enough  land  to  build  one;  doesn't  it? 

A  If  land  would  be  the  only  requirement. 

Q  Well,  what  are  the  requirements  for  a  bowling  alley? 

A  Land,  primarily. 

Q  What  I'm  pointing  out  is  that  your  sentence  clearly  implied 
to  me  that  there  was,  when  I  read  it,  a  swimming  pool,  movie 
theater,  and  bowling  alley  in  Colstrip;  but  I  checked  it  with 
my  client  and  found  out  there  wasn't.  So  the  fact  of  the 
matter  is  your  statement  has  misled  me;  did  you  intend  to 
mislead? 

A  No,  the  statement  stands  as  being  valid. 

Q  Certainly  it's  valid  because  you've  used  the  fine  little 
phrase  "provided  the  opportunity." 

A  No  subversion  intended;  that  is  a  statement  and  it  is  blatantly 
stated . 

Q  Well,  you  certainly  did  not  mean  to  say,  did  you,  Doctor,  that 
there  was  a  bowling  alley,  a  swimming  pool  or  a  theater;  did 
you? 

A  If  I  had  wanted  to  say  that,  I  would  have  so  stated. 
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Q  So,  the  board  had  better  read  your  report  and  your  statement 
very  carefully  because  you  might  just  lead  someone  to  believe 
that  by  saying,  "provided  the  opportunity,"  that  one  existed; 
don't  you  think  that  that's  a  possibility  in  the  English  lan¬ 
guage? 

A  That's  a  possibility  in  any  text  in  the  English  language. 

Q  In  any  event,  when  you  said  Western  Energy  had  provided  the 
opportunity  for  developing  these  things ,  you  did  not  mean  to 
say  that  they  had  provided  them,  or  that  they,  in  fact, 
existed;  did  you? 

A  No,  I  didn't  say  that,  and  that's  not  what  is  stated. 

Q  And,  for  that  matter,  because  they  own  the  town  and  there  is 
all  kinds  of  other  vacant  land  there,  they've  provided  the 
opportunity  for  everything,  according  to  your  definition; 
isn't  that  true? 

A  But  these  items  in  particular. 

Q  Well,  let's  talk  about  a  couple  of  other  items.  Do  you  know 
where  you  can  get  an  oil  change  in  Cols trip,  Doctor? 

A  No.  ( 

jQ  I  mean  change  the  oil  in  your  automobile? 

A  No. 

Q  And  you  have  a  commuting  population  down  there? 

A  Yes . 

Q  And  now,  Doctor,  would  you  think  that  when  you  have  2,000 

people  living  in  a  town,  1,400  of  whom  are  laboring  people  and 

many  of  whom  are  commuting,  that  you  might  need  to  change  the 

j 

oil  in  a  car  someday? 

A  It's  probable. 
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Q  My  clients  tell  me  there  is  no  place  to  get  an  oil  change 
in  Colstrip;  do  you  know  that  to  be  not  the  fact? 

A  No,  I  don't. 

Q  Okay.  Where  can  you  get  a  haircut  in  Colstrip,  Doctor? 

A  No  place  that  I  know  of. 

Q  You  mean  you've  got  2,000  people  living  down  there  in  the 

city,  and  you  can't  even  get  a  haircut;  is  that  what  you  mean. 
Doctor? 

A  In  a  commercial  establishment. 

Q  Oh,  you  can  get  them  at  home  from  the  wife,  right?  What  if 

you're  commuting;  do  you  get  one  from  one  of  your  fellow  com¬ 

muters? 

A  It's  a  possibility. 

Q  Well,  let's  talk  about  commercial  haircuts,  Doctor;  you  can't 

get  a  commercial  haircut  in  Colstrip,  can  you,  that  you  know 

of? 

A  No. 

Q  If  you  have  a  baby  that's  about  to  be  born,  can  you  get  a 
baby  born  in  Colstrip? 

A  You're  saying  is  there  a  hospital? 

Q  Yes,  sir. 

A  No,  sir,  there  is  not;  there  is  not  a  hospital  in  every  com¬ 
munity  in  Montana. 

Q  No,  I  know  there  isn't,  but  we  have  a  company  town  with  Wes- 

/ 

tern  Energy  providing  the  opportunity  for  swimming  pools, 
movie  theaters,  and  bowling  alleys;  but  there's  no  place  a 
baby  can  be  born  within  how  many  miles,  Doctor? 

A  Approximately  29. 
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Q  To  Forsyth? 

A  Yes,  sir. 

MR.  GRAYBILL:  I’m  not  through,  Mr.  Hearings  Examin 
er,  but  I  do  notice  that  noon  has  arrived.  Could  I 
stop  at  this  point? 

HEARINGS  EXAMINER:  We  will  recess  until  1:30  P.M., 
and  then  Mr.  Coldiron  will  go  on  the  stand,  as  I  under¬ 
stand  it. 

(RECESS  AT  12:10  P.M.) 


-3355- 


1 

9 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 


Following  the  luncheon  recess,  the  hearing  reconvened  at 
1:30  P.M.  on  January  28,  1976. 

HEARINGS  EXAMINER:  We  will  be  back  in  session. 

WILLIAM  H.  COLDIRON,  called  as  a  witness  by  the  applicants, 
having  been  first  duly  sworn  upon  his  oath,  both  as  to  his 
written  direct  testimony  and  as  to  the  oral  testimony  to  follow, 
was  examined  and  testified  as  follows: 

MR.  ROSS:  The  applicants  offer  into  evidence 
Applicants'  Exhibit  numbers  200,  201,  202,  203,  204, 
and  205  .  And  /applicants'  Exhibit  numbers  201,  202  , 

203  and  204  are  original  certified  copies,  and  we 
request  the  hearing  examiner  to  substitute  photocopies 
for  these  certified  copies.  Secondly,  I  would  like  to 
point  out  a  couple  of  small  corrections  in  the  testimony 
of  Mr.  Coldiron.  On  page  7,  line  19,  the  word  million 
should  be  changed  to  thousand,  so  it  would  read,  is 
currently  paying  559  per  thousand  cubic  feet  to  859  per 
thousand  cubic  feet,  and  also  on  page  7  at  line  22, 
million  should  be  changed  to  thousand,  so  it  would  read, 
409  per  thousand  cubic  feet. 

HEARINGS  EXAMINER:  Very  well,  Mr.  Ross,  the 
corrections  will  be  made  and  we'll  reserve  any  ruling 
on  the  admissibility  of  the  exhibits  until  after  cross- 
examination  has  been  completed;  however,  you'll  be 
permitted  to  substitute  duplicates  for  the  certified 
copies  you've  had  here  and  I've  checked  over.  Are  you 
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ready  to  proceed  with  the  cross-examination,  Mr. 
Graybill? 

MR.  GRAYBILL:  Thank  you,  Mr.  Hearings  Examiner. 

(THE  WRITTEN  DIRECT  TESTIMONY  OF  MR.  WILLIAM  H.  COLDIRON 
WAS  DIRECTED  TO  BE  INSERTED  AT  THIS  POINT.) 


c 
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STATEMENT  OF  WILLIAM  H.  COLDIRON 


I  am  Executive  Vice  President  of  The  Montana  Power  Company 

K 

and  I  have  the  responsibility  for  all  gas  matters.  I  can  speak 
on  policy  matters  for  The  Montana  Power  Company  and  its  subsid¬ 
iaries  insofar  as  they  concern  gas  operations.  I  am  President 
of  Canadian-Montana  Gas  Company,  Limited  and  Canadian-Montana 
Pipe  Line  Company  c-.nd  I  am  Executive  Vice  President  of  Altana 
Exploration  Company.  I  am  a  director  of  The  Montana  Power 
Company  and  all  of  its  subsidiaries. 

I  have  a  BA  degree  from  Morehead  University  and  a  JD 
degree  from  the  University  of  Kentucky.  I  taught  oil  and  gas  law 
in  the  School  of  Law  in  the  University  of  Montana  from  1949 
through  1954.  I  was  employed  by  The  Montana  Power  Company  in 
1953. 

I  am  a  member  of  the  Rocky  Mountain  Oil  and  Gas  Association 
ctnd  have  from  time  to  time  served  on  various  committees  of  that 
organization.  I  have  been  a  member  of  the  gas  committee  of  the 
Section  of  Natural  Resources  Lav;  and  the  gas  committee  of  the 
Section  of  Public  Utility  Law  of  the  American  Bar  Association. 

I  have  been  a  member  of  the  Committee  on  Certificates  and 
Authorizations  Under  the  Natural  Gas  Act  of  the  Federal  Power 
Bar  Association  for  several  years. 

Since  1954,  I  have  been  involved  in  all  of  the  major 
decisions  dealing  with  the  gas  operations  of  The  Montana  Power 
Company  and  its  subsidiaries  in  both  the  United  States  and 
Canada.  I  have  appeared  before  the  Federal  Power  Commission, 
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the  Montana  Oil  and  Gas  Conservation  Commission,  the  Montana 

Public  Service  Commission,  the  Energy  Resources  Conservation 

Board  of  Alberta,  the  National  Energy  Board  of  Canada  and  various 

courts  in  the  United  States  in  matters  involving  the  gas 
* 

operations  of  The  Montana  Power  Company  and  its  subsidiaries. 

First,  it  may  be  helpful  to  make  some  brief  general  comments 
about  the  history  and  nature  of  The  Montana  Power  Company's 
gas  business. 

The  Montana  Power  Company  entered  the  gas  business  in  1931, 
at  which  time  it  secured  all  of  its  gas  from  fields  in  Montana. 
After  World  War  II,  the  Montana  supply  sources  were  becoming 
seriously  depleted  and  the  Company  began  a  search  for  new  sources 
of  supply  in  Montana  and  surrounding  areas.  The  Company  found 
five  relatively  small  gas  fields  in  Alberta,  Canada,  which  fields 
were  acquired  in  1951.  Canadian-Montana  Gas  Company,  an  Alberta 
corporation  and  subsidiary  of  The  Montana  Power  Company,  was 
created  to  build  the  gathering  systems  and  operate  these  Alberta 
fields  and  to  explore  for  and  develop  additional  gas  in  Canada. 
Canadian-Montana  Pipe  Line  Company,  another  Montana  Power 
Company  subsidiary,  was  created  by  special  act  of  the  Canadian 
Parliament,  to  build  and  own  the  pipeline  in  Canada  used  to 
export  the  gas  to  Montana. 

The  Montana  Power  Company  provides  retail  gas  service  in 
about  90  communities  in  the  western  half  of  Montana,  and  sells 
gas  wholesale  to  distributing  companies  at  Great  Falls,  Cut  Bank, 
and  Shelby,  and  to  three  other  small  systems  in  northern  Montana, 
all  of  which  companies  serve  approximately  23,000  customers. 
Approximately  96%  of  The  Montana  Power  Company's  natural  gas 
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customers  are  served  from  its  main  integrated  transmission 

system,  and  the  remaining  customers  are  served  by  an  isolated 

system  from  the  Big  Coulee  Field  south  of  Lewistown.  Applicants' 

Exhibit  No.  200,  titled  "The  Montana  Power  Company  and  Subsidiaries 
% 

Gas  System"  is  a  map  showing  The  Montana  Power  Company's  gas 
system.  It  is  true  and  correct.  The  Montana  Power  Company 
serves  directly  approximately  90,000  residential  customers, 

10,000  commercial  customers,  600  firm  industrial  customers,  and 
22  interruptible  industrial  customers. 

Secondly,  I  would  like  to  make  some  comments  about  The  Montar  a 
Power  Company's  present  and  future  gas  supply  and  gas  require¬ 
ments  . 

In  total.  The  Montana  Power  Company  and  its  Canadian 
subsidiary  owns  about  345  billion  cubic  feet  of  gas  reserves. 

The  Company  was  authorized  as  of  January  1,  1975  to  import 
378  billion  cubic  feet  from  Canada.  Gas  companies,  in  their 
long-term  interests  and  the  interests  of  their  customers,  must 
have  available  a  substantial  amount  of  gas  reserves  which 
historically  in  the  gas  business  has  been  in  the  neighborhood 
of  20  to  25  years'  supply.  Montana  Power's  total  gas  supply  is 
considerably  less  than  this. 

In  1974,  The  Montana  Power  Company  received  approximately 
84%,  and  in  1975  received  approximately  71%  of  its  gas  supply 
from  Canada.  The  Company's  remaining  gas  supply  of  approximately 
16%  in  1974  and  approximately  29%  in  1975  was  obtained  from  The 
Montana  Power  Company's  own  properties  in  Montana,  or  purchased 
from  other  sources  in  Montana.  The  Montana  Power  Company's  gas 
from  Canada  is  exported  at  Canadian  border  locations  designated 
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"Carway”  and  "Aden" ,  by  authority  of  the  Canadian  National 
Energy  Board  and  the  United  States  Federal  Power  Commission. 
Exhibits  Nos.  201,  202,  203  and  204,  which  are  identified  as 
"National  Energy  Board  (NEB)  License  No.  GL-5,  License  No.  GL-17, 

'V 

License  No.  GL-25  and  License  No.  GL-36",  are  certified  copies  of 
Canadian  Montana  Pipe  Line  Company's  export  licences  and 
amendments  thereto,  which  have  been  received  by  that  Company  from 
the  Canadian  Government  in  the  ordinary  course  of  business. 

The  Company's  initial  long-term  export  license  authorizing 
exports  at  Aden  expired  June,  1973.  The  Company  applied  for  a 
new  long-term  license  authorizing  exports  at  Aden,  and  that 
application  is  pending  before  the  Canadian  National  Energy  Board. 
In  May,  1973  and  May,  1974  and  May,  1975,  the  National  Energy 
Board  authorized  continuation  of  the  Aden  export  for  one-year 
periods.  However,  in  May  of  1975  the  National  Energy  Board  cut 
the  maximum  annual  export  volume  which  had  theretofore  been 
authorized  at  Aden  from  20  billion  cubic  feet  per  year  to  10 
billion  cubic  feet  per  year.  The  National  Energy  Board  has  also 
requested  that  we  consider  what  The  Montana  Power  Company's 
supply  and  requirement  balance  will  be  in  the  event  of  a  further 
10  billion  cubic  feet  per  year  reduction  at  Aden. 

Canadian  officials  have  also  advised  The  Montana  Power 
Company  and  all  other  companies  in  the  United  States  importing  gas| 
from  Canada  that  Canada  may  be  forced  to  curtail  exports  in  the 
1976-77  heating  season  and  thereafter  until  gas  from  the  Arctic 
becomes  available  to  Canadian  markets,  because  of  the  lack  of 
availability  of  gas  in  Canada.  Canadian  officials  have  apprised 
us  that  Canada  is  curtailing  exports  of  gas  because  of  the  need 
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for  gas  in  Canada. 


The  Montana  Power  Company's  gas  supply  from  Montana  sources 

has  not  been  increasing  in  past  years,  although  the  Company  has 

and  is  pursuing  an  aggressive  gas  drilling  and  gas  purchasing 
* 

program  in  Montana.  On  June  23,  1975,  the  Company  agreed  to 
acquire  certain  natural  gas  interests  in  natural  gas  leases 
covering  approximately  210,000  gross  acres  located  in  northcentra] 
Montana.  The  Company  has  not  completed  its  evaluation  of  the 
reserves  to  be  acquired,  but  beLieves  that  43  billion  cubic  feet 
will  become  available  from  this  acreage  for  use  in  its  system. 

The  Montana  Power  Company's  own  drilling  program,  for  which  the 
Company's  budget  has  substantially  increased,  has  not  been  too 
successful  to  date.  Purchase  of  gas  from  independent  producers 
is  also  becoming  more  difficult  and  costly  because  of  increasing 
competition  from  other  gas  compary  purchasers.  Twenty-one 
billion  cubic  feet  of  gas  reserves  were  purchased  in  1975,  which 
was  the  most  successful  year  in  several  years. 

Other  potential  sources  of  gas  supply  for  The  Montana  Power 
Company  are  not  encouraging,  in  the  short-term  period. 

Gas  purchases  from  other  interstate  pipeline  companies  in  the 
area  are  not  possible  at  this  time  because  these  pipeline  companie 
are  having  difficulty  meeting  the  needs  of  their  present 
customers.  The  Montana  Power  Company  has  also  made  arrangements 
with  the  Pacific  Gas  and  Electric  Company  to  secure  a  portion  of 
any  gas  which  it  may  acquire  in  the  Alaska  and  Canadian  Arctic. 
Applications  for  the  construction  of  a  pipeline  from  those  areas 
are  pending  before  the  National  Energy  Board  of  Canada  and  the 
Federal  Power  Commission.  However,  assuming  some  gas  may  be 
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made  available  to  The  Montana  Power  Company  from  these  Arctic 
sources,  it  will  not  be  available  prior  to  1982  according  to 
latest  estimates. 

The  Montana  Power  Company  is  also  actively  pursuing  the 
gasification  of  coal,  but  again,  this  is  a  very  long-term 
alternative  for  the  1990's  at  the  earliest.  Much  of  the  technoloc 

V 

for  high  BTU  pipeline  quality  gas  is  purely  experimental  at  this 
time . 


y 


The  Montana  Power  Company  has  conducted  an  extensive 
campaign  for  gas  conservation  in  the  last  two  years,  and  is  now 
instituting  a  new  campaign  for  gas  conservation  directed  towards 
its  residential  and  commercial  market.  The  Montana  Power 
Company  has  not  added  any  new  interruptible  industrial  customers 
for  three  years,  and  has  discouraged  extension  to  large  gas  users. 

In  view  of  The  Montana  Power  Company's  gas  situation,  the 
Company  has  made  a  study  to  ascertain  the  effect  of  a  further 
reduction  of  10  billion  cubic  feet  at  Aden,  beginning  May,  1976. 
Applicants'  Exhibit  No.  205  is  a  table  entitled  "The  Montana 
Power  Company  Gas  Balance  -  Requirements  vs.  Supply",  and 
shows  the  results  of  the  study.  The  Exhibit  was  prepared  under 
my  supervision,  direction  and  control  and  is  true  and  correct. 

The  table  shown  in  Exhibit  No.  205  assumes  that  firm  sale  require¬ 
ments  continue  to  grow  at  2.5%  per  year  and  that  no  additional 
interruptible  industrials  are  added  and  existing  interruptible 
industrials  are  curtailed  as  required  to  meet  the  market.  The 
study  also  assumes  no  curtailment  at  Carway  and  a  further 
curtailment  of  10  billion  cubic  feet  at  Aden,  effective  May,  1976. 
As  noted  on  Exhibit  No.  205,  deficiencies  commence  in  1976  and 
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by  1982  deficiencies  are  of  such  magnitude  that  curtailment  of 
firm  customers  would  be  necessary. 

Next,  I  would  like  to  make  some  comments  about  the  cost  of 

natural  gas.  There  has  been  a  dramatic  increase  in  The  Montana 

Power  Company's  cost  of  natural  gas,  particularly  its  gas  from 

Canada.  In  1973,  the  border  price  of  Canadian  gas  was 

approximately  23jz5  per  million  BTU ;  effective  January  1,  1974  the 

border  price  was  approximately  32^  at  Aden  and  38jzf  at  Carway; 

effective  January  1,  1975,  the  border  price  escalated  to  $1.00 

per  million  BTU;  effective  August  1,  1975  it  escalated  to 

« 

$1.40,  and  effective  November  1,  1975  escalated  to  $1.60.  And, 

on  May  5,  1975  when  Canada  announced  the  $1.40/$1.60  price,  it 

noted  that  the  next  increment  of  border  price  increase  will  result 
in  the  attainment  of  the  price  equal  to  the  market  value  of  other 
fuels,  which  I  understand  will  result  in  approximately  $2.00  per 
MCF  border  price,  which  The  Montana  Power  Company  would  pay  for 
Canadian  gas.  The  cost  of  purchase,  drilling,  and  production  of 
gas  in  Montana  has  also  increased.  The  Montana  Power  Company 
is  currently  paying  55^  per  thousand  cubic  feet  to  85^  per  thousand 
cubic  feet  for  new  gas  sold  at  the  wellhead.  And,  effective 
July,  1974  the  Company  raised  its  contract  price  for  old  gas  in 
Montana  to  40^  per  thousand  cubic  feet. 

In  summary,  it  is  evident  to  me  that  (1)  the  gas  supply 
situation  on  Montana  Power's  system  is  not  good,  and  (2)  the  cost 
of  gas  has  and  will  increase. 

Because  of  these  two  factors,  or  a  combination  thereof,  I 
believe  the  demand  for  electricity  in  the  Montana  Power  service 
area  will  increase  beyond  its  present  rate  of  increase.  The 
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potential  for  new  energy  users  to  use  electricity  and  the 

potential  of  the  existing  energy  users  to  switch  because  of  gas 

supply  and  gas  cost  in  the  Montana  Power  service  area  supports 

my  belief  that  there  will  be  an  increase  in  the  rate  of  demand 
% 

for  electricity  in  Montana.  The  Montana  Power  Company  has  not 
added  and  will  add  no  gas  interruptible  industrial  customers, 
which  means  that  if  new  sources  of  supply  are  not  secured,  any 
new  industrial  customers  must  consider  the  use  of  an  alternate 
fuel.  And  it  is  projected  that  existing  interruptible  industrial 
customers  will  be  curtailed.  Industrial  customers,  because  of 
very  substantial  increases  in  the  border  price  which  Montana  Power 
pays  for  Canadian  gas  and  because  of  the  questionable  availability 
of  gas  from  Canada,  are  considering  switching  to  an  alternate 
fuel,  either  coal,  oil,  wood  waste  or  electricity. 

An  increase  in  the  rate  of  electrical  demand,  because  of 
our  gas  supply  and  price  situation,  is  greater  in  the  residential 
sector,  I  think,  than  in  the  industrial  sector.  In  the  last  year 
or  two.  The  Montana  Power  Company  has  seen  a  marked  trend  in 
the  use  of  electric  heating  rather  than  gas  heating  in  the 
new  residential  and  commercial  construction.  This  is  also  true 
in  the  areas  served  by  rural  electric  cooperatives.  I  think 
this  trend  in  increased  use  in  electricity  in  residential  and 
commercial  sectors,  is  due  in  a  great  part  to  the  gas  supply 
situation  in  Montana  and  the  very  dramatic  increase  in  the  cost 
of  natural  gas. 

Finally,  in  view  of  the  uncertainty  in  future  gas  supply  and 
because  of  the  increasing  cost  of  gas,  the  use  of  natural  gas  for 
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combustion  turbines  to  produce  electricity  on  the  Montana  Power 
system  is  not  a  viable  alternative  to  the  production  of 
electricity  by  coal-fired  generation. 
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EXAMINATION  OF  WILLIAM  H.  COLDIRON 


Cross,  By  Northern  Plains  Resource  Council 

By  Mr.  Graybill: 

Q  Mr.  Coldiron,  I  see  that  in  addition  to  being  Executive  Vice 
President  of  Montana  Power  Company,  you're  Executive  Vice 
President  of  Altana  Exploration  Company;  is  that  right? 

A  That's  true. 

Q  How  long  have  you  been  in  charge  of  the  gas  matters’?  It 

says  you  have  all  responsibility  for  the  gas  matters? 

A  Since  November,  1974.  I  believe,  correctly,  it  should  be 
the  1st  day  of  December,  1974. 

Q  1st  of  December,  1974.  And  who  had  that  responsibility 
before  you? 

A  Mr.  L.S.  Stadler. 

Q  Did  he  retire  at  that  time? 

A  Yes,  he  did. 

Q  Tell  me  about  Altana.  You  say  you're  the  Executive  Vice 

President? 

A  Yes,  that's  correct. 

Q  What  kind  of  a  company  is  Altana? 

A  It's  a  Montana  corporation. 

Q  What  is  the  purpose  of  Altana? 

A  It's  engaged  in  the  exploration  and  production  of  natural 
gas  and  oil  in  Canada. 

Q  In  other  words,  it  does  not  operate  in  the  state  of  Montana? 

A  No,  it  doesn't. 

Q  And  it  engages  in  the  production  of  --  the  exploration  and 
production  of,  you  said,  both  gas  and  oil? 
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A  Exploration,  development,  production,  sales. 

Q  Gas  and  oil? 

A  Gas  and  oil.  It's  a  small,  independent  producer,  as  you 
would  be  classified  in  the  United  States. 

Q  How  many  oil  wells  has  Altana  got? 

A  I  don't  know  the  exact  number.  It  has  a  few  very  small  ones. 

Q  And  how  many  gas  wells  does  it  have? 

A  I  have  no  idea.  It  has  some  gas  wells,  yes,  but  the  exact 

number  I  wouldn't  venture  to  say. 

Q  Well,  is  its  principal  business  to  operate  those  gas  wells, 
or  is  it  principally  an  exploration  company? 

A  Both. 

Q  And  where  does  it  explore  for  gas? 

A  Oh,  throughout  Alberta,  principally;  at  times  it  has  been  in 
British  Columbia  and  Saskatchewan,  but  it's  primarily  in 
Alberta . 

Q  Well  now,  if  I'm  not  wrong,  the  Montana  Power  owns  a  gas 

field  just  over  the  border  north  of  the  Cut  Bank  field,  the 
Pakowki  Lake  area? 

A  I  don't  think  that  Pakowki  Lake's  north  of  Cut  Bank. 

Q  Well,  all  right,  it  owns  a  field  near  Pakowki  Lake,  too? 

A  Oh,  yes,  but  it's  not  owned  by  Altana. 

Q  No,  the  Montana  Power  owns  that,  I  said? 

A  No,  sir. 

Q  Oh,  it  just  buys  gas  from  Pakowki  Lake? 

A  It  buys  gas  that  is  produced  in  the  Pakowki  Lake  area. 

Q  I  see.  But  does  the  Montana  Power  own  any  fields  or  wells 

in  that  southern  Alberta  area? 
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A 

Q 

A 

Q 

A 
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Not  directly. 

In  other  words,  the  wells  that  Montana  Power  owns  are  not  in 
southern  Alberta? 

Montana  Power  Company  owns  no  property  in  Canada  anywhere. 
Well,  the  property  that  Altana  owns  is  not  in  southern 
Alberta  then? 

South  central  Alberta  it  has  some  properties;  it  has  some 
properties  in  north  central  Alberta,  and  other  parts  of 
Alberta,  some  quite  far  north  in  Alberta,  as  a  matter  of 
fact. 


Well,  let  me  get  at  it  this  way,  then,  Mr.  Coldiron.  It's 
my  understanding  that  the  Montana  Power  has  a  connecting 
collection  system  into  the  Manyberries  area  and  the  Pakowki 
Lake  area  of  southeastern  Alberta.  And  that's  connected, 
as  I  understand  it,  and  I'm  looking  at  a  map  of  your  system, 
to  your  main  gas  transmission  system;  that's  true,  isn't  it? 
That  is  true.  It  is  shown  on,  I  believe  it  is  Exhibit  200. 

Now  what  I  want  to  know  is,  does  Altana  own  gas  wells  in  that 
area,  or  does  Altana's  gas  exploration  and  ownership  business 
centralize  in  some  other  part  of  Alberta? 

I  don't  know  that  it's  centralized  in  any  part  of  Alberta, 
but  Altana  owns  no  property  in  southeastern  Alberta  in  the 
Pakowki  Lake  area. 

So,  it  would  be  safe  to  say,  then,  that  Altana  owns  no  gas 
wells  directly  connected  on  owned  lines  with  your  gas  dis¬ 
tribution  or  transmission  system? 

That's  correct. 

And  so,  what  does  Altana  do  with  the  gas  that  Altana  discovers? 
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A  It  sells  most  of  it  to  Trans  Canada;  it  sells  some  to 
Alberta  Southern. 

Q  I  see.  So,  does  it  sell  the  wells,  or  just  the  gas? 

A  Just  the  gas. 

Q  So  it's  in  the  business  of  selling  gas  to  another  company 
than  your  own? 

A  Oh,  yes. 

Q  And  that's  a  Canadian  company? 

A  Yes,  both  Trans  Canada  and  Alberta  Southern  are  Canadian 

companies,  I  believe;  they're  both  Canadian  companies,  yes, 
that ' s  right . 

Q  Nov;  you  mentioned  Alberta  and  Southern;  that's  a  transpor¬ 
tation  company;  isn't  it? 

A  No,  sir. 

Q  That's  a  company  that  owns  gas? 

A  No,  sir. 

Q  All  right.  What  is  it? 

A  It's  a  company  that  buys  gas.  I'll  correct  that.  It  does 
own,  very  briefly. 

Q  After  it  buys  it,  it  owns  it,  doesn't  it? 

A  Yes,  it  does,  for  a  temporary  period. 

Q  Then  doesn't  it  transport  it  over  a  trunk  --  over  the 
Alberta  trunk  system? 

A  The  Alberta  trunk  system  carries  it  under  a  contract. 

Q  And  then  Albert  and  Southern  sells  the  gas  again;  is  that 
right? 

A  It  sells  the  gas  to  Pacific  Gas  Transmission  Company,  and 
some  of  it  to  local  utilities  in  Alberta,  some  of  it  to 
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Trans  Canada,  some  of  it  to  West  Coast  Transmission.  It 
sells  it  to  various  people. 

Q  Some  of  it  to  you,  doesn't  it?  I  mean,  the  Montana  Power 
Company? 

A  Oh,  yes.  We're  probably  their  biggest  customer  other  than 
Pacific  Gas  Transmission. 

Q  So  we  have  the  phenomena  of  the  Montana  Power  producing  gas 
through  Altana,  its  subsidiary,  in  central  and  north  central 
Alberta,  and  selling  that  gas  to  another  company,  and  then 
Montana  Power  buys  it  back,  or  buys  gas  back  --  not  the 
same  gas  — 

A  Not  the  same  gas,  no. 

Q  Well,  the  gas  is  all  intermingled  in  the  trunk  line;  isn't 
it? 

A  None  of  the  gas  that  comes  from  Caroline  comes  to  Montana. 

Q  I  see.  But  you  do,  then,  buy  other  gas  from  Alberta  and 

Southern  to  — 

A  We  pay  Alberta  and  Southern  for  gas  that  comes  from  all  over 
the  Foothills  system  of  the  Alberta  gas  trunk  line  system. 

Q  So,  when  Altana  sells  gas  in  Canada,  what  price  does  it  get? 
Does  it  get  the  normal  producer's  price? 

A  The  price  of  gas  in  Canada  in  the  province  of  Alberta  is  the 
same  throughout  the  province. 

Q  So  it  gets  the  same  price  as  everybody  else? 

A  Yes . 

Q  What  is  that  at  the  moment? 

A  At  the  moment,  the  price,  I  believe,  is  829  at  the  well  head, 
plus  whatever  amount  comes  back  from  a  fund  which  is  created 
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by  the  difference  between  the  border  price  less  the  cost  of 
service  delivering  it  to  the  border,  less  the  cost  of  service 
delivering  it  to  the  Alberta  border,  whatever  that  figures 
out  to  be,  divided  by  all  of  the  gas  produced  in  Alberta  in 
that  particular  month. 

Q  Well  now,  Mr.  Coldiron,  that  isn’t  a  number.  Do  you  have 
any  number  in  mind  that  gas  sells  for  at  the  present  time 
in  Canada? 

A  In  the  month  of  November,  which  is  the  only  month  that  this 
calculation  has  been  made,  that  was  22C. 

Q  So  that's  what  Altana  made  on  its  gas,  22C? 

A  No,  it  didn't  make  that  much  on  its  gas. 

Q  I  mean,  that's  wThat  it  got  paid  for  its  gas,  22C  -- 

A  I  would  assume  it  would  be  22  less  --  plus  82, less  whatever 

cost  of  service  that  they  had. 

Q  And  what's  the  82? 

A  Well,  that  is  the  Alberta  regulated  price  for  all  gas 
throughout  the  province,  the  border  price  for  all  gas 
throughout  the  province. 

Q  Well,  I  don't  wish  to  seem  obtuse,  but  I  still  don't  know 
what  Altana  sells  its  gas  for. 

A  I  don't  either.  It  will  vary  every  month. 

Q  But  you  have  a  better  idea  than  I  do.  Now,  does  it  sell  it 

for  22£  or  does  it  sell  it  for  22  plus  82  which  would  be 
94  C  ? 

A  Go  over  that  calculation  again  for  me,  Mr.  Graybill? 

Q  104  C? 

A  Alberta  border  price  is  calculated  --  if  you  want  the  full 
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load,  I'll  tell  you,  but  I  can't  give  you  any  figures  on  it. 

Q  Actually,  Mr.  Coldiron,  I  don't  want  the  full  load;  all  I 
really  want  to  know  is  what  Altana  sells  its  gas  for,  and 
I  don't  need  it  exactly,  but  you  must  have  some  better  idea 
than  I,  sir? 

A  Oh,  I  think  I  do. 

Q  Just  please  tell  me  what  they're  selling  it  for. 

A  Oh,  I  would  say  that  in  the  month  of  November,  that  the 

price  of  gas  was  in  the  neighborhood  of  $1.00  to  $1.04  less 
whatever  deduction  was  made  by  the  province  or  by  Alberta 
gas  trunk  line  for  the  cost  of  service  of  delivering  that 
gas  to  the  point  at  which  the  minister  buys  the  gas  from 
Altana.  Actually,  as  a  matter  of  fact,  the  Minister  of  Mines 
and  Minerals  buys  the  gas  from  --  all  of  the  gas  produced  in 
Alberta  and  then  sells  it  back  to  pipelines. 

Q  Okay  now,  in  other  words,  if  Montana  Power  is  paying  $1.00 
MCF  as  you  mention  here  in  your  statement  and  some  other 
prices,  then  the  fact  is  that  the  Montana  Power's  subsidiary, 
Altana,  is  making  a  producer's  price  profit  on  that  same 
type  of  gas  on  the  same  levels;  isn't  that  right? 

A  It  has  a  lot  of  gas  other  than  goes  to  Alberta  and  Southern. 
As  I  say,  I  believe,  at  this  point  in  time,  most  of  it  goes 
to  Trans  Canada,  and  goes  to  eastern  Canada,  out  of  fields 
at  Provost  which  is  at  the  Saskatchewan  border;  oh,  I  would 
say,  north  central  Alberta;  it's  close  to  Provost  field. 

You  won't  find  it  on  any  of  those  maps. 

Q  Well,  what  do  they  get  paid  for  that? 

A  Same  price. 
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Q  All  right.  Ily  point  is  that  we  all  recognize,  from  the 

newspapers  and  from  your  statement,  that  the  price  of  gas 
has  accelerated  greatly. 

A  Oh,  yes. 

Q  And  to  the  extent  that  producers  make  any  of  that,  your 
producing  company,  Altana,  makes  the  accelerated  price; 
isn't  that  true? 

A  Yes,  sir. 

Q  So  while  it's  true  that  Montana  consumers  have  to  pay  an 
accelerated,  or  a  higher  price,  down  here,  and  while  it's 
true  you're  asking  for  rate  increases  to  cover  that,  on  the 
other  side  of  the  coin  you  have  a  company  in  Canada  that's 
selling  that  gas  at  the  higher  prices  than  they  were  a  few 
years  ago;  isn't  that  true? 

A  Oh,  yes.  But  none  of  this  gas  goes  to  the  Montana  Power 
Company,  and  to  get  it  to  the  Montana  Power  Company  would 
require  the  building  of  some,  well,  it  could  be  anywhere 
from  200  to  500  miles  of  transmission  lines,  which  is  not 
economical.  The  price  at  $1.60  at  the  border  would  be  con¬ 
siderably  higher  than  that  if  the  Altana  gas  was  brought  to 
the  Montana  Power  Company  system. 

Q  Now,  Mr.  Coldiron,  you  and  I  are  old  friends  and  I'd  just 

like  to  caution  you,  that  I'd  rather  you'd  just  answer  the 
question.  You  have  now  given  a  statement  about  another 
matter.  Let's  just  stick  to  the  things  that  I'm  asking  about 
and  I'll  get  through  with  you  a  lot  quicker. 

A  Well,  that'll  be  fine.  I  got  nothing  to  do  but  sit  here 
and  --  I  would  like  to  answer  you  fully;  I  don't  want  to 
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have  any  misunderstandings. 

Q  Yes,  I  understand  that.  But  you  would  agree  with  me,  as  a 
lawyer,  that  you  should  answer  the  question  asked,  and  not 
another.  Now,  I'm  trying  to  find  out  some  specific  informa¬ 
tion  and  you're  giving  me  a  lot  of  background  that  I  haven't 
asked  for  yet.  So,  I'm  merely  asking  you  to  try  to  stick 
to  the  question. 

A  I  will  try  to  answer  them  if  you'll  just  put  them  so  I  can 
answer  them  properly. 

Q  I'll  try  to,  sir.  I  really  am  not  interested  in  Altana's 
being  connected  to  your  system,  and  I'm  not  suggesting  it 
and  I  don't  think  it  should  be  suggested  because  I  agree 
with  you.  What  I  am  trying  to  find  out  is  whether  or  not 
Altana  is  making  some  of  the  prices  that  are  causing  you 
trouble  down  here  when  you  have  to  pay  them  to  buy,  and  I 
understand  you  to  be  saying  that,  yes,  Altana  makes  whatever 
the  normal  producer's  price  is  in  Alberta,  whereas  you  have 
to  pay  whatever  the  normal  purchase  price  is  when  you  buy 
from  Alberta;  that's  true,  isn't  it? 

A  Is  that  a  question? 

Q  The  last  part  of  it;  that's  true,  isn't  it? 

A  The  answer  is  no. 

Q  That's  not  true? 

A  No,  sir. 

Q  Okay.  Now  explain  to  what  extent  it  isn't  true. 

A  The  price  for  the  Montana  Power  Company  that  they  must  pay 
at  the  border  for  gas  is  set  by  the  federal  government  of 
Canada  in  Ottawa  by  virtue  of  an  order  in  council  promulgated 
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by  the  federal  government  of  Canada.  I  believe  that  if  you 
will  look  at  Exhibits  201,  202,  203,  204,  you  will  find 
that  price  set  in  that  order.  It  has  nothing  to  do  with 


Altana  or  producers. 

Q  Well,  you  don't  mean  that  literally,  do  you,  because  obviousl| 
the  province  of  Canada  doesn't  keep  all  that  money;  it 
passes  a  good  deal  back  when  it  buys  the  gas  from  other 
producers  like  Altana;  doesn't  it? 

A  No. 

Q  Producers  don't  make  any  of  the  profit  on  that  gas,  any 
money  on  that  gas? 

A  I  hope  they  do,  yes,  sir.  But  the  price  of  gas  at  the 

border  is  not  set  by  producer's  prices  in  Alberta.  It  is 
set  by  an  edict  from  the  federal  government  of  Canada,  which 
has  announced  a  policy  that  they  will  continue  to  increase 
the  price  of  gas,  which  is  the  same  to  the  Montana  Power 
Company  or  any  of  the  other  six  exporters  from  Canada,  and 
they  will  continue  to  raise  that  price  until  it  reaches  the 
price  of  competitive  fuels  in  the  marketplace,  wherever  the 
marketplace  may  be. 

Q  When  they  raise  the  price,  have  they  historically,  in  the 

last  year  or  two,  passed  any  of  the  raise  on  to  the  producers' 

A  Yes. 

Q  And  Altana  is  one  of  those  producers? 

A  Yes. 

Q  Now,  it  says  in  your  annual  statement,  the  last  one  that's 

out,  that  in  1974,  Altana  drilled  21  wells  in  Canada,  8  of 
which  are  natural  gas  wells,  and  4  are  --  let's  see,  8 
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natural  gas  wells,  and  2  oil  wells;  is  that  right? 

A  If  it's  in  the  report,  that  would  be  correct. 

Q  You  said  that  Altana  was  not  connected  with  the  Montana 

Power  system.  Do  the  profits  that  Montana  Power  makes  from 
the  Altana  operation,  do  those  go  into  the  revenues  that  are 
used  to  set  gas  rates  in  the  state  of  Montana? 

A  No,  sir. 

Q  Well  then,  they  are  produced  in  the  gas  business;  aren't 

they? 

A  Yes,  sir. 

Q  You  mean  to  tell  me  that  there's  profit  produced  by  a 

subsidiary  of  Montana  Power  in  the  gas  business  that  doesn't 
figure  in  setting  the  gas  rates  that  Montana  consumers  have 
to  pay,  Mr.  Coldiron? 

A  Mr.  Graybill,  this  is  not  for  your  enlightenment,  but  for 

the  record,  you  know  very  well  what  the  situation  is,  having 
participated  in  many  Montana  Power  Company  rate  cases  over 
the  years.  But,  however,  for  the  record,  none  of  the 
properties,  none  of  the  expenses,  none  of  the  profits  for 
Altana  are  included  in  any  rate  proceeding  for  the  Montana 
Public  Service  Commission  for  fixing  rates.  For  the 
corporate  purposes  on  a  consolidated  basis,  and  in  reporting 
in  the  annual  report,  and  for  calculation  of  income  taxes, 
the  expenses  and  the  profits,  if  any,  and  for  many,  many 
years  there  were  not  any,  as  you  well  know,  are  reported  to 
our  stockholders,  to  the  Federal  Power  Commission,  to  the 
Montana  Public  Service  Commission,  to  our  stockholders,  to 
the  SEC,  and  to  all  other  agencies  to  which  we  report. 
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Q  Well,  I  do  know  that,  Mr.  Coldiron,  but  as  you  know,  my 
duty  is  to  create  a  record  from  which  the  board  could 
ascertain  those  same  facts,  and  I  think  you've  helped  me 
do  that.  There's  just  one  little  question  I  have  about 
that.  You  said  none  of  the  expenses.  Now,  the  fact  of  the 
matter  is,  that  where  the  expenses  are  clearly  segregated, 
you  segregate  Altana's  expenses;  don't  you? 

A  Well,  they  are  excluded  from  the  rate  proceeding  as  being 
charged  to  the  customers  of  the  Montana  Power  Company. 

Q  But  some  of  the  expenses  of  Altana  are  expenses  that  are 
intermingled  with  the  Montana  Power  general  business 
expenses;  aren't  they? 

A  Well,  there's  an  allocation  made  for  those. 

Q  And  there  is  an  allocation  made  of  those  based  on  a  fraction, 
or  a  formula,  that  you,  the  Montana  Power  Company,  have 
devised;  isn't  that  true? 

A  Yes,  that  would  be  true. 

Q  Sure.  So,  whether  or  not  all  of  the  expenses  are  reflected 
separately  or  not  depends  on  whether  the  allocation  formula 
correctly  allocates  all  of  the  expenses;  right? 

A  We  think  they've  properly  allocated.  That  would  be  one  to 
be  tried  in  the  rate  cases,  rather  than  here. 

Q  Well,  that's  right.  But  you're  aware  that,  you  know,  we've 
had  the  difficulty  over  whether  the  airplane  trips  up  to 
Altana,  and  whether  your  salary,  for  example,  as  vice  pres¬ 
ident,  how  it  should  be  divided  for  the  time  you  put  on 
Altana's  business;  right? 

A  That  would  be  so  small  that  they  couldn't  find  it,  I'm  afraid, 
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Mr.  Graybill. 

Q  You  mean  Altana  runs  itself,  Mr.  Coldiron? 

A  No,  my  salary. 

Q  Oh,  your  salary. 

A  Allocable  to  Altana. 

Q  Well  then,  of  course,  that's  my  point  precisely.  It  prob¬ 
ably  is  a  very  small  part  that's  allocated  to  them,  but 
since  you  are  the  executive  vice  president,  an  outsider 
like  myself  might  take  the  view  that  a  greater  share  of  it 
should  be  allocated  to  Altana. 

A  Perfectly  normal  for  you,  Mr.  Graybill. 

Q  Okay.  I  understand  that  the  gas  business  is  very  sensitive 
to  its  reserves.  Have  you  charted  lately  the  reserve  situa¬ 
tion?  I  realize  that  you'd  like  to  have  a  20  year  reserve 
covered,  and  you  say  in  your  statement  that  you  don't  have 
20  years  covered  anymore;  is  that  right? 

A  That's  true,  yes. 

Q  How  many  years  do  you  think  you  have  reserves  for  now, 

Mr.  Coldiron? 

A  Well,  I  think  if  you  look  at  Exhibit  number  205,  that  gives 
you  an  idea  of  what  our  situation  is  supply-wise.  It  shows 
that  if  the  additional  ten  billion  is  --  from  Aden  export 
point  is  terminated  in  May,  1976  when  our  present  authoriza¬ 
tion  runs  out,  that  we  will  be  7,446,000,000  short  of  meeting 
our  market. 

Q  My  problem  was  I  didn't  have  it.  Nobody  gave  me  205,  Mr. 
Coldiron. 

A  I'm  sorry.  I  would  have  furnished  you  one. 
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Q  Well,  I've  got  one  now.  Let's  have  a  look  here.  On 

Exhibit  205,  there's  a  bottom  line  called  deficiency.  And 
what  is  that  a  deficiency  from?  Does  that  mean  that  you're 
using  more  gas  that  year  than  your  supply? 

A  That  is  correct.  If  you  will  look  on  the  line  entitled 

total  requirements,  then  you  will  notice  that  in  1975,  which 
is  an  estimated  number,  that  the  total  requirements  were 
57,815,000,000.  That  drops  by  something  like  2  1/2  billion 
in  1976,  and  drops  still  farther  in  1977.  So,  we  are 
actually  using  less  gas,  estimated  for  1976,  and  1977,  1978, 
1979;  in  fact,  we  never  recover  to  the  requirements  that  we 
have  estimated  for  the  year  1975. 

Q  On  the  other  hand,  under  supply,  you  have  Carway,  which  is 
an  entry  point  to  Canada,  Aden,  which  is  an  entry  point  to 
Canada,  and  then  Montana  supplies;  is  that  right? 

A  That's  correct. 

Q  And  this  chart,  as  I  read  it,  shows  what  you  expect  to  take 
from  those  points  each  year;  isn't  that  right? 

A  That  is  the  amount  that  is  available.  If  you  will  remember, 
I  prefaced  my  remark  by  saying  this  exhibit  assumes  that  the 
Aden  export  authorization  will  terminate  in  accordance  with 
its  terms  on  May  15th,  1976. 

Q  But  this  exhibit  doesn't  show  anything  about  your  reserves, 
does  it? 

A  No,  it  does  not  show  the  reserves.  But  this  is  the  amount  of 
gas  which  we  can  get  from  the  reserves  that  we  have. 

Q  Well,  are  you  telling  me  that  there's  no  way  of  getting  more 
than  14,903  MMCF  out  of  Montana  in  1976?  In  other  words. 
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you  can't  pump  it  out  of  the  ground  faster  than  that?  Is 
that  what  you're  saying? 

A  At  the  time  this  exhibit  was  made  up,  that  was  correct.  I 
think  we  have  added  some.  We  may  be  able  to  get  some  minor 
additional  that  might  bring  us  up  to  something  over 
15,000,000.  That's  right,  that's  going  all  out  on  all  of 
the  reserves  we  have  in  Montana  anyplace.  You  will  notice 
in  1977  -- 

Q  Well,  — 

A  —  if  you'll  let  me  finish  my  answer. 

Q  I'm  certainly  going  to  let  you  finish,  yes. 

A  In  1977  that  figure  goes  up  to  18,436  and  then  trails  off 

again.  That  is  adding  what  we  call  the  south  Bearpaw 
reserves,  which  we  acquired  last  year,  in  which  we  are 
building  a  gathering  system  and  we  hope  to  build  a  line  to 
Great  Falls  this  summer  and  have  this  on  in  late  1976;  and 
it  would  be  available  for  the  whole  year  of  1977. 

Q  All  right.  Now,  I  understand  that,  Mr.  Coldiron.  But  I 

also  understand  something  else,  that  I  think  your  testimony 
so  far,  and  your  exhibit,  are  very  misleading  to  the  Board 
of  Natural  Resources,  and  I'd  like  them  to  understand  this 
situation.  Now  the  situation  is  that  this  is  your  amount 
that  you  use  up  every  year.  You  import  a  certain  amount  of 
it  and  you  pump  some  of  it  out  of  the  ground.  I  want  to 
know  what  your  reserves  are? 

A  All  right,  sir,  we  don't  want  the  Board  of  Natural  Resources 
mislead,  and  let's  get  this  straightened  out  right  now. 

So,  let's  go  back  to  my  testimony,  and  if  you  will  look  on 
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A 

Q 

A 


Q 

A 


Q 

A 


Q 

A 

Q 


page  3,  at  line  13:  In  total,  the  Montana  Power  Company  and 
its  Canadian  subsidiary  own  345  billion  cubic  feet  of  gas 
reserves . 

All  right.  Does  the  subsidiary  include  Altana? 

No,  sir. 

Okay.  So  that's  the  connected  subsidiaries,  and  not  the  gas 
that  Altana  has  in  reserve? 

If  you'll  look  at  its  Canadian  subsidiary,  it  is  not  plural, 
and  throughout  the  testimony  at  that  point,  we  have  been 
talking  about  Canadian-Montana  Gas  Company,  which  you  know 
very  well  is  the  company  that  produces  the  gas  in  Canada  and 
exports  it  to  the  United  States.  Now  let's  don't  mislead 
the  Board  of  Natural  Resources  that  you're  ignorant  of  these 
matters . 

Okay,  but  the  fact  is  that  Altana  also  has  some  resources 
which  are  not  included  in  that  figure? 

They  are  not  available  to  the  Montana  Power  Company  and  could 
not  be  made  available  to  the  Montana  Power  Company  at  this 
time . 

Unless,  of  course,  you  could  trade  them? 

I  don't  know  of  anyone  who  would  trade  you  for  gas  in  Canada, 
because  it's  impossible  to  get  gas  from  Canada.  It  would  be 
impossible  to  bring  gas  from  Canada  to  the  United  States  that 
not  already  authorized. 

At  this  time? 

Or  the  foreseeable  future. 

Right.  All  right  now,  what  I  want  to  know  is,  that  345 
billion  cubic  feet,  what  was  that  in  1970,  if  you  know? 


s 
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A  I  don't  know. 

Q  Was  it  higher  or  lower  than  that  figure? 

A  It  was  probably  lower. 

Q  So,  in  other  words,  the  Montana  Power  Company  probably  has 
more  gas  reserves  now  than  it  had  in  1970? 

A  In  Canada,  yes. 

Q  No,  I'm  talking  about  345  billion  cubic  feet.  It  doesn't 
say  in  Canada. 

A  It  says,  and  its  Canadian  subsidiary.  Nov;  if  it's  going  to 
be  a  Canadian  subsidiary,  it's  got  to  be  in  Canada.  If  you 
would  like  to  have  a  breakdown  of  that  figure,  it's  241 
billion  in  the  southeast  Alberta  owned  by  the  Canadian-Montan a 
Gas  Company,  it's  104  billion  in  the  state  of  Montana  owned 
by  the  Montana  Power  Company. 

Q  Okay,  so  the  fact  is  that  you  have  345  billion  worth  of 
connected  gas  reserves;  isn't  that  true? 

A  That's  exactly  what  it  says  here. 

Q  That's  right,  and  I  asked  you  if  that  was  less  before,  and 

you  said  it  was. 

A  I  said  it  probably  was.  I  don't  know. 

Q  What  do  you  suppose  it  was  ten  years  before  in  1960? 

A  I  think  it  was  probably  higher.  I  don't  know.  I  don't 

remember . 

Q  You  don't  know.  So  you  don't  really  know  whether  your 
reserves  are  going  up  or  down? 

A  We  know  that  they're  staying  about  the  same. 

Q  Well,  if  you  have  that  many  reserves,  and  part  of  your 
reserves  are  in  Montana,  then  whether  or  not  you  have  a 
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deficiency  depends  on  whether  you  pump  it  out  of  the  ground, 
doesn't  it? 

A  No,  sir. 

Q  Why  not? 

A  'Cause  having  gas  in  the  ground  and  pumping  it  out  are  two 
different  things.  You  may  be  able  to  get  gas  out,  and  I 
believe  we  are  —  our  Exhibit  205  shows  that  in  1976  we  will 
get  out  14.9  billion.  I  told  you  that  that  might  go  up  a 
little  bit  because  of  something  we  added,  to  something  over 
15.  But  that  would  be  all  we  could  pump  out  of  the  104 
billion  cubic  feet. 

Q  Well,  Mr.  Coldiron,  let's  be  elemental.  How  do  you  get  gas 
out  of  the  ground? 

A  It  usually  flows  by  its  own  pressure.  When  it  reaches  a 

certain  point  of  depletion,  then  you  put  on  a  compressor  and 
you  suck  it  out. 

Q  Okay.  Now  are  you  telling  me  that  it's  impossible  for  the 
Montana  Power  to  suck  more  than  14,903  MMCF ' s  out  of  the 
ground  in  1976,  and  by  that  question  I  mean  to  imply  that 
you  could  not  put  larger  pumps  on  and  get  more  gas  out? 

A  Oh,  we  could  put  a  compressor  on  every  well,  but  the  price 
of  gas  that  we're  charging  now  to  our  customers  would  be  so 
high  that  they  would  look  back  as  these  being  halcyon  days 
when  gas  was  cheap. 

Q  Now  I  haven't  asked  you  to  put  a  pump  on  every  well,  Mr. 
Coldiron,  but  I've  asked  — 

A  You  asked  me  if  we  could.  Now  let's  get  the  question  straight. 
I  would  like  to  have  it  read  back  if  you  would,  Ms.  Reporter. 
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Q  Well  now,  just  a  minute,  I'll  run  the  hearing  and  I  don't 
want  her  reading  it  back  -- 

HEARINGS  EXAMINER:  No,  I'll  run  the  hearing.  You 
ask  the  questions  and  he  answers  them,  and  I'll  still 
run  the  hearing. 

MR.  GRAYBILL:  All  right,  that'll  be  fine  if  you 
run  it,  just  so  Mr.  Coldiron  doesn't  run  it.  I  am  a 
little  sensitive  on  that. 

HEARINGS  EXAMINER:  So  am  I,  on  that  point. 

Q  Okay.  Now  the  question  is,  can  you  put  pumps  on  your 

system  to  get  more  gas  out?  Not,  can  you  put  one  on  every 
well  you've  got?  And  the  answer  to  that  is  either  yes  or 
no,  if  you  know. 

A  I  cannot  answer  that  question  yes  or  no.  It  is  physically 
possible  to  put  a  pump  on  every  well.  If  you  put  a  pump  on 
every  well,  of  course  you'd  get  more  gas. 

Q  Is  it  possible  to  put  enough  pumps  on  to  get  a  little  more 
gas  so  you  can  produce  the  deficiency,  Mr.  Coldiron? 

A  No,  sir. 

Q  It's  not  possible  to  produce  the  deficiency? 

A  It  is  physically  impossible  to  produce  seven  billion  more 
cubic  feet.  Physically  impossible.  The  wells  would  all 
water  out  and  we  would  lose  a  substantial  proportion  of  the 
reserves  that  are  remaining. 

Q  So  your  testimony  is,  then,  that  you're  producing  the  Montana 
gas  reserves  at  as  fast  a  rate  as  they  can  be  produced? 

A  Under  good  engineering  practices. 

Q  All  right.  Let  me  ask  you  this.  Have  your  Montana  reserves f 
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were  they  greater  or  less  than  the  hundred  and  some  odd 
billion  cubic  feet  you  mentioned  a  minute  ago  in  1970? 

A  I  think  that  they're  undoubtedly  higher. 

Q  Have  you  --  were  they  higher  in  I960,  too? 

A  Oh,  I'm  sure  they  were  considerably  higher  in  1960,  yes. 

Q  In  other  words,  the  Montana  Power  Company  has  not  been 
developing  extra  reserves  in  the  state  of  Montana? 

A  It's  not  because  we  haven't  been  drilling  wells.  We  have 
been  drilling  wells  at  a  very  rapid  rate.  I  believe  if 
you'll  look  in  the  annual  report  that  you  have  in  front  of 
you,  that  in  1974  we  drilled  over  a  hundred  wells.  And  I 
believe  I  also  refer  in  my  direct  testimony  to  our  explor¬ 
ation  efforts  and  also  to  our  efforts  to  purchase  gas  in 
Montana . 

Q  So  what  you're  saying  is  that  although  the  Montana  Power 

has  drilled  a  lot  of  wells,  it  hasn't  been  able  to  find  gas 
in  Montana;  is  that  right? 

A  That's  correct. 

Q  Would  you  say  that  that  was  true  generally  in  Montana  of 
other  gas  exploration  companies? 

A  Yes,  sir. 

Q  Well,  as  a  matter  of  fact,  haven't  we  developed  a  fairly  large 
new  field  in  Montana  in  the  last  ten  years? 

A  Well,  if  you  count  about  300  billion  being  a  large  field,  yes 

Q  Well,  300  billion  would  just  double  your  reserves,  wouldn't 

it? 

A  It  certainly  would,  and  we'd  like  to  have  that  gas.  We  did 
everything  we  could  to  get  it. 
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Q  Well  now,  let's  find  out  what  you  did  to  get  it.  In  the 
first  place,  did  you  drill  the  Tiger  Ridge  area  yourself? 

A  We  have  some  wells  there,  yes. 

Q  Did  you  drill  it  before  Highcrest  Oil  drilled  it  and  found 
the  gas  there? 

A  Oh,  we  had  some  wells  on  the  edge  of  it,  yes. 

Q  But  you  were  unlucky  and  they  were  lucky  in  the  Tiger  Ridge 

field? 

A  I  think  that  they  were  lucky  and  they  were  expansive. 

Q  Mr.  Coldiron,  you  remember  a  geologist  named  Fanshaw? 

A  I  certainly  do.  He's  a  very  fine  gentleman  and  a  good 
geologist . 

Q  Yes,  and  he  was  a  witness  for  the  opponents  of  the  Montana 
Power  in  the  1963  gas  rate  case.  Do  you  recall  that? 

A  Yes,  I  remember  him. 

Q  And  he  put  into  evidence  an  exhibit  on  which  —  which  was  a 
map  of  Montana  on  which  he  marked  six  places  where  you  could 
find  gas  in  Montana;  do  you  remember  that  exhibit? 

A  I  certainly  do.  We  hired  Mr.  Fanshaw;  we  drilled  all  those 
places;  we  didn't  find  any  gas. 

Q  Well,  that's  surprising,  because  the  place  that  he  placed  the 
number  one,  was  the  Bearpaw  anticline,  and  it  was  exactly 
where  Highcrest  found  the  300  billion  cubic  feet  of  gas, 

Mr.  Coldiron. 

A  If  you'll  take  an  overlay  of  the  Tiger  Ridge  field,  just 

putting  on  it  the  dry  holes,  you'd  never  put  a  dime  into  the 
area. 

Q  Well,  but  that's  not  what  Mr.  Fanshaw  said  in  1963,  is  it, 
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Mr.  Coldiron? 

A  He  said  that  this  was  a  potential  gas  area.  It  is.  It 
still  is.  There's  lots  more  wells  being  drilled  in  that 
area  right  now  than  has  been  in  any  other  places  in  Montana. 

Q  And  to  explain  truthfully  the  situation,  Highcrest  came  in 
and  drilled  that  area  between  1963  and  1968,  didn't  they? 

A  Yeah,  they  drilled  lots  of  wells  there. 

Q  And  they  got  reserves  of  about  93  billion  cubic  feet  before 
the  Montana  Power  Company  began  to  buy  on  the  flanks  arid 
drill;  isn't  that  true,  Mr.  Coldiron? 

A  I  have  no  idea. 

Q  Do  you  remember  how  much  their  gas  reserves  were  in  1968  or 
'69  when  we  had  the  Federal  Power  Commission  hearing  in 
Washington? 

A  I  certainly  do,  very  well,  and  they  were  greatly  inflated. 
They  said  that  they  were  about  700  billion  cubic  feet. 
Northern  Natural  built  a  system  to  haul  that  much  gas  and 
now  it's  less  than  half  full. 

Q  And  then  after  that  time  is  when  Montana  Power  began  to  drill 
the  Highcrest  flanks;  isn't  that  true,  Mr.  Coldiron? 

A  Oh,  we've  drilled  all  over  the  state.  We  don't  confine  our 
activities  there.  As  a  matter  of  fact,  we're  going  back  and 
drilling  through  the  Cut  Bank  field  now,  and  finding  some 
gas . 

Q  Mr.  Coldiron,  do  you  remember  what  Highcrest  offered  to  sell 
all  of  its  gas  in  the  Bearpaw  hills  to  the  Montana  Power  for; 
do  you  remember  the  price? 

A  The  last  price  we  offered  to  them  was  18C  an  MCF,  which  they 
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turned  down. 


That's  right,  and  they  turned  it  down  because  they  had 


previously  given  you  their  last  final  offer;  right?  What 


was  it?  It  was  lower  than  18,  wasn't  it? 


I  don't  remember. 


Well,  if  I  refreshed  your  memory  that  they  would  have  sold  it 


all  to  you  at  15,  and  later  dropped  that  to  14,  and  that  you 


offered  13  1/2,  does  that  jog  your  memory? 

That  does  not  jog  my  memory,  'cause  it  isn't  true. 


Are  you  saying  that  Highcrest  never  offered  to  sell  you  the 
gas  in  the  Bearpaws  for  156  a  cubic  — 


I  am  absolutely  telling  you  that  that  was  the  truth,  and  I 


participated  actively  in  all  of  the  negotiations  having  to 


do  with  the  Highcrest  offers  to  sell  to  the  Montana  Power  -- 


I  take  that  back,  there  was  one  that  I  did  not  participate 


in,  one  meeting. 


Well,  and  you're  saying  that  the  gas  was  never  offered  to 
the  Montana  Power  Company  at  15 6? 


That  is  exactly  right. 

You're  saying  that  the  186  figure  was  your  offer,  or  their 


offer? 


Our  offer.  On  the  record  in  the  Federal  Power  Commission 


proceeding . 


And  you  will  deny  my  allegation  that  the  Montana  Power 


offered  to  buy  that  gas  at  13  1/26? 


I'm  under  oath  here,  Mr.  Graybill,  and  I  say  that  they  did  no¬ 


offer  to  buy  that  gas  —  they  would  not  sell  us  that  gas  at 
156,  or  136,  or  any  other,  including  186,  and  if  you  want  to 


A 
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get  on  the  witness  stand  and  testify  to  the  contrary,  you're 
perfectly  willing  to  do  it,  but  I'd  like  the  privilege  of 
asking  you  a  few  questions. 

Q  So  189  is  the  highest  that  you  offered  to  pay  Highcrest? 

A  Yes,  sir. 

Q  And  what  were  you  paying  for  gas  at  the  Canadian  border  when 
you  offered  them  189? 

A  As  I  remember  it  was  about  219.  This  was  at  the  well  head. 

The  Canadian  gas  at  the  border,  of  course,  was  in  a  pipeline, 
a  pipeline  pressure. 

Q  And  the  result  was  that  you  really  never  were  able  to  con¬ 
clude  an  agreement  to  buy  one  cubic  foot  of  gas  from  High¬ 
crest  Oil  and  the  people  who  developed  the  Tiger  Ridge? 

A  That's  true. 

Q  And  as  a  result  of  that,  they  sold  their  gas  to  Northern 
Natural;  is  that  the  name  of  the  company? 

A  Yes,  sir. 

Q  Do  you  know  the  price  they  made  the  original  sale  to  Northern 

Natural  at? 

A  It  seems  like  it  was  slightly  under  189. 

Q  Was  that  first  sale  made  to  Northern  Natural  before  you  made 
the  189  offer? 

A  This  was  made  during  the  course  of  the  hearing;  I  believe  at 
the  opening  of  the  hearing. 

Q  So  what  you're  saying  is,  your  offer  came  first;  is  that 
right? 

A  No,  I  didn't  say  that.  I  said  that  they  had  --  we  offered 

a  higher  price  than  Northern  did,  but  we  were  in  the  hearings 
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at  that  time.  We  made  the  offer  on  the  record.  That's 
docket  number  G17-371  if  you  would  like  to  look  it  up. 

Q  G17-371? 

A  Yes,  sir. 

Q  And  as  a  result,  what  happened  to  the  gas  that  Highcrest 
Oil  has  produced  out  of  the  Tiger  Ridge  field? 

A  It  goes  to  the  midwestern  part  of  the  United  States. 

Q  So  the  Montana  Power  Company  doesn't  get  any  of  it;  is  that 

right? 

A  No,  sir.  In  fact,  Northern's  trying  to  buy  gas  from  us 
right  now. 

Q  And  then  did  you  drill  the  flanks  of  the  Tiger  Ridge  field? 

A  Well,  we  were  drilling  all  the  time. 

Q  Have  you  produced  any  significant  amount  of  gas  on  those 

flanks? 

A  Oh,  we  get  enough  gas  to  keep  the  pipelines  up  there  pretty 
well  full  all  the  time,  in  that  general  area.  Not  in  the 
Tiger  Ridge  field.  We  have  a  few  wells  in  the  Tiger  Ridge 
field,  but  it's  a  very  small  amount.  On  the  outside,  and 
further  to  the  northwest,  there's  Fall  Coulee  and  some  other 
places  we  have  --  we  get  a  fair  amount  of  gas.  It's  not 
enough,  really,  to  make  any  difference  on  our  overall  total 
picture,  but  every  little  bit  helps. 

Q  Is  there  any  other  company  buying  gas  out  of  Montana  other 
than  the  Montana  Power  Company  and  Northern  Natural  and 
Montana-Dakota? 

A  The  Colorado  Interstate  --  well,  their  organization,  which  is 
headed  up  by  a  company  called  Coastal  States  Gas  Company  of 
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Houston,  Texas,  have  drilled  some  --  a  sizeable  number  of 
wells  in  the  south  Bearpaw  area,  and  they  have  an  application 
which  is  opposed  by  the  Montana  Power  Company  and  the  Montana 
Public  Service  Commission  to  take  that  gas  into  the  Northern 
Natural  system  to  be  taken  back  to  the  midwestern  part  of 
the  United  States.  That's  pending  before  an  administrative 
law  judge  at  the  Federal  Power  Commission  at  this  time. 

Q  Have  you  made  an  offer  to  buy  that  gas? 

A  Yes,  sir. 

Q  We  will  buy  that  gas  at  859  at  the  well  head.  I  believe  our 
offer  to  them  has  been  559.  We  have  not  offered  to  them 
since  that  time. 

Q  Do  you  intend  this  record  to  be  an  offer  like  G17-371? 

A  We  will  buy  that  gas  at  859  if  they're  willing  to  sell.  I 
might  also  say  that  we  have  approached  Public  Service  of 
Colorado,  which  has  spent  a  sizeable  amount  of  money  drilling 
wells  in  that  same  general  area,  and  they  have  some  wells, 
not  many,  but  we  have  also  approached  them  to  buy  their  gas, 
and  no  one's  willing  to  sell. 

Q  How  many  gas  wells,  new  gas  wells,  a  year  do  you  think  are 
being  drilled  in  Montana  now,  Mr.  Coldiron? 

A  Oh,  just  off  the  top  of  my  head,  I  would  not  guess,  but  I 
would  say  in  excess  of  500. 

Q  And  of  that  500  new  gas  wells  in  Montana,  how  many  has  the 
Montana  Power  drilled  last  year,  to  your  knowledge? 

A  I  think  it  says  in  the  annual  report,  about  100.  It  would 
be  someplace  in  that  general  area. 

Q  Within  your  state,  your  company  participated  in  55  exploratory 
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wells;  would  that  be  more  like  it? 

A  No  — 

Q  45  development  wells? 

A  Development  wells.  So  that'd  be  about  a  hundred  wells. 

We  have  a  90  to  100  well  drilling  program  in  the  south 
Bearpaw  coming  up  for  1976. 

Q  On  the  television  from  Canada,  Lethbridge,  just  three  nights 
ago,  the  local  announcer  had  a  report  on,  that  a  Canadian 
firm  was  coming  into  the  Cut  Bank  field  to  drill  additional 
gas  wells.  Are  you  familiar  with  that? 

A  No.  I  might  say  that  during  1973  and  '74  when  the  gas  and 
oil  business  was  off,  literally  dozens  of  companies  were 
engaged  in  the  exploration  business  in  Alberta,  and  otherwise 
in  Canada,  and  came  back  to  the  United  States  and  engaged  in, 
not  only  in  Montana,  but  throughout  the  country.  Many  from 
Saskatchewan  have  never  returned  to  Saskatchewan.  So  there 
has  been  a  general  exodus  out.  I  would  not  be  a  bit  sur¬ 
prised  if  numerous  Canadian  companies  are  drilling  in  Montana 
today . 

Q  And  when  they  find  gas,  are  you  willing  to  buy  it? 

A  Yes,  sir. 

Q  And  what  price  are  you  paying  at  the  well  head  for  that 
independently  produced  gas? 

A  We  have  offered  from  55  to  85C.  The  last  gas  that  we  have 
been  purchasing  has  been  at  85£.  I  believe  a  gentleman  by 
the  name  of  McCarthy  just  testified  before  the  Public  Service 
Commission  that  that  was  too  low. 

Q  Well,  in  view  of  what  Altana  makes  in  Alberta,  he  may  be 


-3393- 


I 

1 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 


right;  is  that  so? 

A  No,  that's  not  right. 

Q  Have  you  been  able  to  purchase  any  additional  Montana  gas 
in  the  last  year  or  two,  Mr.  Coldiron? 

A  Yes,  sir,  in  1975  we  had  the  best  year  that  we've  had  in 
many  years. 

Q  How  much  did  you  pick  up  in  1975? 

A  21  billion  cubic  feet,  outside  of  the  purchase  in  the  south 

Bearpaws,  which  we  estimate  would  be  43  billion  cubic  feet, 
but  we  do  not  have  contracts  for  all  of  that  gas  at  this 
time.  So,  if  you  add  those  two  together,  you  get  something 
like  66  billion  cubic  feet,  which  is  by  far  the  best  year 
that  we've  had  in  many,  many  years. 

Q  Do  you  intend  to  continue  trying  to  buy  gas  as  you  did  in 
1975? 

A  Yes,  sir. 

Q  Do  you  anticipate  that  you'll  continue  to  have  success  in 
that  endeavor? 

A  Not  as  large,  because  we've  cleaned  up  every  old  cat  and  dog 
that  we  can  find  anyplace  in  Montana  in  1975.  I  don't  think 
it  will  be  as  large,  no. 

Q  On  Exhibit  205,  I  notice  that  after  the  third  year,  your 
Montana  supply  diminishes  in  your  estimation. 

A  Yes,  sir.  As  you'll  notice,  there's  an  asterisk  in  1977. 

As  I  explained  to  you,  that  B&L  means  Bond  and  Lone  Star, 
which  is  what  I've  been  referring  to  as  the  south  Bearpaw; 
that  is,  the  43  billion  cubic  feet  that  I  just  referred  to. 
We  think  that  we  can  get  about  6  billion  out  of  that.  We've 
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drilled  about  nine  or  ten  dry  holes  there,  so  it  doesn't 
look  as  good  as  we  thought  it  was  going  to  look.  But  we 
think  that  we  can  step  that  up,  and  then  it's  going  to  trail 
off  after  that  unless  we  can  do  better  in  our  own  explora¬ 
tion  program  or  in  purchasing  from  others,  and  we  hope  that 
others  find  gas  also. 

Well  now,  historically,  have  the  figures  there  for  Montana 
been  lower  than  the  15,000  MMCF? 

For  several  years,  yes.  If  you  go  back,  oh,  some  years  ago, 
they  were  higher  than  that.  Of  course,  what  I'm  thinking 
about  is  going  back  into  the  1930's  or  '40's  when  all  of  our 
gas  came  from  Montana,  I  think  that  that  probably  was  higher. 
In  the  recent  past,  they've  been  lower. 

So  what  you're  saying  is  that  in  the  recent  past  the  figures 
have  been  lower,  but  here  in  1975  and  '76,  especially  with 
these  two  new  purchases  you've  mentioned,  your  Montana  gas 
reserves  are  actually  increasing? 

Very  slightly.  We  did  a  five  year  average  and  we  added  -- 
well,  I'd  better  not  venture  the  figure,  but  it  was  very 
small.  It  wasn't  enough  to  replace  either  the  14  or  15 
billion.  It  was  something  less  than  that. 

Wouldn't  it  be  likely  that  your  Montana  supply,  if  you  con¬ 
tinued  to  search  and  continued  to  buy,  would  pick  up  in  some 
of  these  years  in  the  1980 's? 

We  would  certainly  hope  so,  Mr.  Graybill,  but  we  can't  depend 
on  that.  It's  a  very,  very  precarious  business.  Montana's 
rate  of  discovery  is  not  nearly  so  good  as  it  is  in  Alberta. 
And  that's  why  the  Alberta  companies  are  fleeing  to  Montana 
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to  drill? 


A  No,  sir,  that  isn't  the  reason  for  it.  It's  for  regulation 
reasons  in  Canada,  mostly. 

Q  And  so,  by  the  nature  of  things,  you  have  only  displayed  on 
Exhibit  205  what  you're  really  sure  of;  isn't  that  true? 

A  That's  all  we  can  do. 

Q  Surely.  But  if  you  made  another  discovery  in  late  1976,  or 

were  able  to  buy  some  other  gas  that  someone  else  discovered, 

. 

then  it  would  tend  to  raise  all  of  your  Montana  supply  line 
all  the  way  across,  wouldn't  it? 

A  That's  certainly  true. 

Q  And  if  you  made  another  discovery  in  '77  or  '78,  it  would 

4  *  i 

also  tend  to  raise  those  figures  in  the  future? 

A  Yes,  sir.  Because  I  explained  to  you,  if  you  go  back  his¬ 
torically  in  the  other  direction,  the  amount  that  you  could 

* 

raise  it, would  not  be  sufficient  to  offset  the  deficiencies. 
We  hope  that  we  do.  We're  earnestly  --  we're  putting  a  lot 
of  money,  and  we're  spending  a  lot  of  effort  to  try  to  find 

A  * 

gas  in  Montana;  we  hope  we  do  so.  And  what  you  say*  is  true. 

V 

If  we  find  any,  it'll  change  this.  * 

Q  The  fact  of  the  matter  is  that  all  of  the  figures  on  Exhibit 
205  are  actual  discovered  gas.  They're  in  existence  as  far 
as  your  company's  concerned? 

A  That ' s  right . 

Q  If  we  took  the  Canadian  supply  at  Carway  as  level,  which  it 
seems  to  be  for  a  number  of  years  -- 
A  To  1985. 

Q  --  and  we  took  your  requirements  as  level,  as  they  seem  to 
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be,  it  would  appear  that  you  need  to  develop  from  Montana  or 
elsewhere  the  difference  between  about  56  billion  cubic 


feet  and  30  billion  cubic  feet;  right,  55  less  29? 

A  Well,  if  you'll  look  at  it,  it  says  our  firm  load,  as  you 
can  see  on  this  exhibit,  as  explained  in  the  direct  testi¬ 
mony.  It  grows  at  a  rate  of  2  1/2%,  which  is  a  historical 
growth  throughout  the  entire  period.  The  interruptable 
industrial  starts  dropping  in  1976,  and  continues  to  drop 
as  the  deficiency  increases,  so  that  whatever  our  deficiency 
from  meeting  our  total  requirements  is,  would  be  taken  off 
the  interruptable  industrial  customers,  and  if  you'll  look 
at  the  year  1982,  it  is  the  last  year  in  which  we  have  a 
sufficient  amount  of  gas  to  reach  --  meet  our  firm  customers' 
needs,  based  on  the  assumptions  in  this  exhibit. 

Q  Now,  what  the  National  Energy  Board  did  in  May  of  1975  was 
to  cut  your  export  volume  down  from  20  to  10  billion  cubic 
feet  on  gas  purchased  on  other  than  your  own  system;  isn't 
that  right? 

A  No,  sir. 

Q  Okay.  Explain  to  me  the  Aden  versus  Carway  --  why  does 
Carway  stay  level  and  Aden  drop  off? 

A  Because  we  have  licenses  which  our  Exhibits  201,  202,  203  and 
204  show,  which  allow  us  to  export  from  the  Carway  system  a 
total  of  29.2  billion  cubic  feet.  The  first  of  those 
licenses  which  will  expire  is  number  GL-36,  which  will 
expire  in  the  year  1985.  Our  authorization  to  export  at 
Aden  is  for  10  billion  cubic  feet  during  the  period  May  14, 
1975  to  May  14,  1976,  unless  the  Canadian  government  takes 
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some  action  on  the  request  that  we  have  made  to  them  to 
renew  that  permit,  the  situation  as  shown  on  Exhibit  205  will 
take  place. 

Q  All  right,  so  the  Carway  importation  is  on  a  long-term  basis 
and  the  Aden  one  is  on  a  short-term  basis;  is  that  fair? 

A  That's  correct.  That  is  shown  on  Exhibits  201,  202,  203  and 
204  . 

Q  Right.  And  the  Aden  short-term  basis  one,  originally  you 
didn't  ask  for  20  billion,  you  had  less  and  it  really  went 
up;  isn't  that  true? 

A  No,  sir. 

Q  Did  it  start  at  20  billion? 

A  Yes,  sir. 

Q  And  did  you  renew  it  year  after  year? 

A  No,  sir. 

Q  For  how  long  a  period  did  you  renew  it? 

A  The  Alberta  authorizations  were  for  a  period  of  20  years 

beginning  in  1954.  The  National  Energy  Board  was  not  in 
existence  until  December  31,  1959.  In  1960  they  issued  a 
license  for  the  Aden  export  for  a  period  which  was  equal  to 
the  one  from  Alberta,  being  until  May  14,  1974.  In  the 
National  Energy  Board  license,  which  was  GL-8,  there  was  a 
total  quantity  of  gas  provided,  which  could  be  exported  over 
the  period  from  the  date  of  the  license  until  May  14th,  1974. 
This  was  not  true  of  the  Alberta  permits.  That  quantity  was 
220  billion  cubic  feet  of  gas.  In  1973,  it  became  obvious 
to  us  that  we  would  reach  the  total  quantity  of  gas  under  the 
license  before  the  term  of  the  license  ran  out  in  May,  1974. 
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We  applied  to  the  National  Energy  Board  to  continue  the 
license  in  effect  until  May,  1974.  We  did  that  because, 
at  that  time,  we  had  a  long-term  application  pending  before 
the  National  Energy  Board  to  extend  the  Aden  license  until 
1992.  That  application  is  still  pending  before  the  National 
Energy  Board.  Because  they  had  not  acted  on  the  application, 
they  gave  us  a  one  year  extension  in  May,  1973,  extending  it 
until  May,  1974.  We  asked  for  a  further  extension  in  1974 
pending  the  determination  on  the  long-term  permit.  In  May, 
1974,  they  gave  us  another  one  year  license  until  May,  1975. 
In  1975  it  became  apparent  that  we  were  not  going  to  get  any 
action  on  our  long-term  permit,  so  we  asked  for  a  further 
long-term  extension,  or  until  they  had  acted  on  the  permit. 

In  May,  1975  the  National  Energy  Board  issued  another  one 
year  permit,  but  reduced  the  annual  quantity  to  be  exported 
from  20  billion  cubic  feet,  as  it  had  been  in  all  prior 
licenses,  to  10  billion  cubic  feet  during  the  period  May 
14th,  1975  to  May  14th,  1976.  Now,  that  may  be  May  15th  -- 
I  forget  just  exactly  which  day  — 

Q  That's  close  enough.  When  May  15th  comes  around,  do  you  have 
plans  to  renew  that  application  to  see  if  you  can  get  that 
10  billion  again? 

A  We  have  had  an  application  pending  before  them  since  last 

August  to  actually  restore  the  20  billion  cubic  feet.  They 
have  not  acted  on  it;  we  are  very  hopeful  that  they  will 
before  May,  1976. 

Q  In  acting  on  that  application  --  that  application  is  broad 

enough  that  they  could  either  give  you  the  20  back,  or  leave 
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it  at  10,  or  cut  it  to  5,  or  they  could  do  whatever  they 
wanted;  is  that  right? 

A  Yes,  sir,  I'm  afraid  that's  true.  Or  cut  it  out  completely. 

Q  Or  cut  it  out  completely,  which  is  what  you've  done  on  the 

chart,  right? 

A  Yes,  sir. 

Q  But  the  fact  of  the  matter  is,  you  have  an  application  in 
to  have  it  continued? 

A  We  have  had  an  application  pending  before  them  since  November, 
1973  to  extend  it  for  a  long-term.  We  have  come  back  with 
a  further  letter  saying  if  you  cannot  act  on  our  long-term 
application,  will  you  give  us  something,  one  year,  or  we 
are  really  hopeful  that  we  will  get  longer.  We  have  worded 
our  application  such  that  we  would  have  this  restored  for 
a  period  that  would  give  us  a  reasonable  opportunity  to 
try  to  develop  an  additional  gas  supply. 

Q  All  right.  Nov;  I'm  a  little  confused  because  you've  talked 
about  the  long-term  application  before.  Do  you  have  a 
different  long-term  application  besides  the  Aden  long-term 
application? 

A  Yes,  we  have  another  one,  another  long-term  application  for 
additional  gas  at  Carway. 

Q  You  have,  really,  two  long-term  applications  and  one  letter 
that  would  ask  for  short-term  relief  on  the  second  long-term 
application;  is  that  right? 

A  I  think  that's  right,  but  I'd  like  to  just  say  that  what  we 
call  the  short-term  is  really,  please  can  you  give  us  some¬ 
thing  for  a  period  longer  than  one  year,  or  long  enough  so 
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we  will  have  a  reasonable  opportunity  to  develop,  if  we  can, 
some  additional  gas  from  whatever  source  we  can  get  it. 

Q  What  has  been  Montana  Power's  historic  relationship  with  the 
Canadian  government  and  gas  supply?  Haven't  you  bought  from 
them  for  a  long  time? 

A  We  buy  no  gas  from  the  Canadian  government. 

Q  Well,  I  guess  you  buy  it  from  Alberta  and  Southern,  who  buys 
it  from  the  Canadian  government  -- 

A  No,  sir  -- 

Q  Well,  let's  forget  about  the  word  buy.  Export? 

A  We  have  exported  gas  since  1952,  yes,  sir. 

Q  And  you've  had  a  pretty  good  relationship  with  them,  haven't 
you? 

A  We  hope  so. 

Q  There  isn't  anything  in  your  company's  historic  conduct  that 
would  tend  to  make  the  Canadians  particularly  unreasonable 
in  dealing  with  you,  rather  than  the  rest  of  -- 

A  We  would  hope  that  would  be  true. 

Q  Well,  I  mean,  you  don't  know  of  any  such  thing? 

A  I  don't  know  of  anything,  no,  that's  true. 

Q  So,  you  have  reason  to  believe  that  you'll  be  treated  as  well 

as  anybody  that's  trying  to  get  gas  out  of  Canada;  isn't 
that  right? 

A  There's  one  great  distinction  which  they  keep  pointing  out 
to  me,  is  the  fact  that  our  license  has  expired.  The  other 
people  getting  gas  from  Canada,  their  licenses  have  not 
expired. 

Q  In  other  words,  they  thought  enough  of  you  that  they've  been 
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continuing  to  give  you  gas  after  your  license  expired? 

A  Reluctantly,  yes.  And  we  have  certainly  appreciated  it, 
because  it  would  be  a  very,  very  disastrous  thing  for  the 
economy  of  Montana. 

Q  Right.  And  while  I'm  certainly  aware  that  they  haven't 

approved  either  of  your  long-term  or  the  letter,  the  fact 
that  you  have  them  in  there  indicates  that  you  are  still 
hopeful  that  you  might  get  some  relief;  right? 

A  Yes,  sir. 

Q  And  we  certainly  would  want  the  record  to  at  least  show  that 
there's  a  possibility  that  you'll  still  get  gas  from  Canada 
after  May  15th  of  1976? 

A  We  most  ardently  hope  so. 

Q  All  right.  Now,  Mr.  Coldiron,  does  Montana  Power  or  its 

subsidiaries  supply  or  produce  any  gas  that's  sold  or  used 
or  useful  in  the  country  of  Canada,  except  the  Altana  gas? 
Now,  by  that  I  mean,  from  your  southern  fields,  is  there  any 
gas  that's  used  by  Canada? 

A  We  sell,  at  the  border,  to  two  very  small  companies  who  serve 
the  border  town  of  Coutts  and  the  town  of  Milk  River,  Alberta 
which  is  12  miles  north  of  the  border.  I  don't  believe  that 
Coutts  is  actually  taking  any  gas  --  I  mean,  Milk  River  is 
actually  taking  any  gas  at  this  time.  We  do  sell  to  Coutts, 
who  is  owned  by  a  Montana  --  by  Montana  people. 

Q  So  there  are  some  Canadian  citizens  to  whom  you  are  supplying 
gas? 

A  Oh,  yes.  And  we  supply  to  some  Canadian  citizens  in  the 
Pakowki  Lake  area  from  our  gathering  lines. 
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Do  you  sell  gas  from  any  of  your  gathering  lines  or  from  any 
of  your  wells  in  southeastern  Alberta  to  anybody  except  thesel 


occasional  people? 


Well,  we  sell  to  the  hamlet  of  Manyberries,  which  is,  I 


don't  know,  I  think  they  have  35-40  people  there  --  to  farm 


customers . 


All  right.  So  it  would  be  fair  to  say,  then,  that  the 


Montana  Power  and  its  subsidiaries  do  supply  some  Canadian 


citizens  in  southeastern  Canada,  and  then  also,  that  the 


production  of  Altana  goes  into  a  system  which  is  Canadian 


owned  and  operated? 


Well,  partially.  I'm  sure  part  of  the  Alberta  gas  goes  on 


to  the  PGT  system  and  goes  to  California,  but  I  would  say 


that  the  majority  of  Altana's  gas  goes  to  Canadian  citizens, 


yes,  sir.  Whatever  small  amount  that  would  be. 


So,  in  a  sense,  the  Montana  Power  is  a  company  producing  gas 


used  and  useful  to  the  country  of  Canada? 


To  that  extent,  yes. 


Do  you  have  any  idea  what  Altana's  annual  production  is? 


I  do  not.  I  have  no  idea. 


No 


idea  at  all?  You  can't  tell  me  what  it  would  be  in  round 


figures? 


I  have  no  idea.  I  would  say  it  would  be  less  than  10  billion 


cubic  feet  by  considerable,  but  I  don't  know. 


Ten  billion  or  less  cubic  feet? 


Yes.  It  would  be  a  small  producer,  that's  what  I  was  thinking 


It  would  be  less  than  10  billion,  not  10  billion  or  less. 


In  your  statement  on  page  5  where  you  say,  21  billion  cubic 
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feet  of  gas  reserves  were  purchased  in  '75,  you've  just 
mentioned  66  billion  cubic  feet,  which,  as  I  understand,  is 
how  much  you  either  purchased  or  discovered;  is  that  right? 

A  If  you  will  read  the  whole  statement  --  what  page  was  that 
on,  sir? 

Q  Page  5 . 

A  Page  5.  If  you  will  notice,  in  addition  to  the  21  billion, 
on  page  9  there  is  mentioned  43  billion,  which  is  the  south 
Bearpaw,  which  is  a  total  project.  And  I  say,  if  you  add 
the  21  and  the  43,  you  get  a  total  of  66. 

Q  Now  you  also  say  on  page  6  that  you've  made  arrangements  with 
Pacific  Gas  and  Electric  to  secure  a  portion  of  any  gas  which 
it  may  acquire  in  Alaska  or  the  Canadian  arctic.  Have  you 
had  a  long-time  historic  relationship  with  Pacific  Gas  and 
Electric? 

A  Yes,  sir,  and  Canadian  Gas,  we  have. 

Q  In  fact,  you  own  a  part  of  Pacific  Gas  and  Electric's  trunk 
line,  don't  you,  when  it  connects  with  the  Alberta  trunk? 

A  That  is  a  publicly  owned  line.  We  have  a  small  stock  in  it. 
Pacific  Gas  and  Electric  is  a  large  stockholder.  They  are 
the  controlling  stockholder. 

Q  I  think  you  own  6  or  7%  of  that  company;  isn't  that  right? 

A  I  think  that'd  be  about  right.  I  haven't  looked  recently, 

but  that'd  be  about  right.  They  haven't  issued  any  new 
stock  that  I  know  of. 

Q  And  it  pays  dividends  to  the  Montana  Power  Company? 

A  Oh,  yes. 

Q  Which  doesn't  go  into  the  rate  base  monies? 
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A  No,  sir,  it  doesn't. 

Q  On  page  6  you  say  that  you're  actively  pursuing  the  gasifi¬ 
cation  of  coal? 

A  Yes,  sir. 

Q  Could  that  possibly  be  in  the  Western  Energy  area?  Colstrip? 

A  No,  sir. 

Q  Where  are  you  planning  to  gasify? 

A  We  don't  have  any  plans  to  gasify. 

Q  It  says  here  you're  actively  pursuing.  How  do  you  pursue 
without  planning? 

A  Well,  we  keep  abreast  of  the  technology  that's  going  on. 

We  keep  reading  the  paper  every  morning  as  to  what  the 
International  Trade  Commission  of  Montana  is  saying,  and 
what  the  other  side  is  saying,  and  we  get  trade  publications, 
and  about  every  other  month  somebody  comes  along  with  a  new 
scheme  that  makes  a  demonstration,  wants  to  demonstrate  to 
us  as  to  how  their  system  is  much  better  than  any  other 
system.  We're  keeping  abreast  of  the  technology  and  we  also 
are  keeping  abreast  of  the  developments  before  the  Federal 
Power  Commission.  As  you  know,  there  are  a  couple  of 
applications  to  build  plants  before  that.  Also,  what's  going 
on  in  Congress.  That's  what  we  mean  by  keeping  abreast. 

Q  Well,  Mr.  Coldiron,  I  want  you  to  know  that  my  client,  the 
Northern  Plains  Resource  Council,  by  your  definition,  is 
actively  pursuing  the  gasification  of  coal. 

A  I'm  quite  sure  they  are. 

Q  You  mean  you're  just  keeping  track  of  it?  You  don't  have 
any  real  plans  to  gasify? 
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A  We  have  no  real  plans,  no.  At  this  time,  we  do  not. 

Q  Are  you  actively  pursuing  the  results  of  the  MHD  plan,  or 

whatever  that  is,  m  Butte? 

A  Yes.  As  a  matter  of  fact,  we  made  a  sizeable  contribution 
to  keep  them  going  until  they  could  get  underway. 

Q  Now  you  talked  a  while  ago  about  your  gas  sales  continuing 

to  grow  at  2.5%  per  year.  Is  that  a  historic  rate  with  you? 

A  For  firm  residential,  yes,  sir. 

Q  Have  you  noticed  any  change  in  that  in  the  last  year  or  two? 

A  Yes,  sir. 

Q  Up  or  down? 

A  Down . 

Q  Why  do  you  suppose  that  would  be? 

A  Well,  we're  getting  fewer  gas  customers,  for  one  thing. 

Secondly,  I  think  that  the  price  of  gas  and  the  conservation 
efforts  that  have  been  put  in  by  Montana  Power  Company  and 
other  companies,  by  the  Public  Service  Commission,  have  all 
contributed  to  the  reduction  in  the  use  of  gas  per  customer. 
Certainly  the  increase  in  the  price  of  gas,  and  the  rather 
precarious  position  of  natural  gas  on  a  national  basis,  as 
well  as  a  local  basis,  has  deterred  people  from  installing 
gas  in  their  homes.  So,  a  combination  of  all  of  these 
things,  conservation,  price,  all  of  these  things  have  con¬ 
tributed  to  people  using  less  gas  and  fewer  people  installing 
gas  in  new  houses. 

Q  But  in  spite  of  that,  you  continue  to  project  a  2  1/2%  growth 
rate? 

A  We  think  that  that's  the  best  we  have. 
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Q  Well,  it's  the  best  that  you  have,  except  that  you've  now 

tempered  it  with  that  whole  long  list  of  things  that  you've 
just  mentioned  to  me  in  the  last  answer  -- 

A  No,  no 

Q  Wait  a  minute  until  I  ask  it,  Mr.  Coldiron. 

A  All  right.  Go  ahead. 

Q  You  tempered  it  with  all  of  those  things  you  just  mentioned 
in  the  last  question,  so  don't  you  believe  that,  under  those 
circumstances,  that  you  might  reasonably  expect  a  downturn 
in  your  historic  2  1/2%  growth  in  residential  customers? 

A  It  would  be  very  minor,  we  think,  under  present  conditions. 

At  the  time  this  was  prepared,  we  did  not  have  the  figures 
for  1975,  but  I  understand,  and  you  know  that  I  did  not 
make  the  calculation,  that  the  growth  in  customers  was  about 
2%  this  year. 

Q  So,  the  fact  is  that  you  are  experiencing  some  decrease  in 
your  growth  rate  in  gas? 

A  Oh,  yes.  Very  substantially,  and  I  think  that  that  shows  on 
Exhibit  205,  as  a  matter  of  fact,  if  you  will  look.  You  see 
that  we  are  down  in  our  total  market  from  57  to  55,  and  then 
we  go  down  further  in  1977,  in  the  line  marked  total  require¬ 
ments;  that  would  be  the  total  market.  We  don't  think  there':; 
any  question  of  this  going  down. 

Q  And,  of  course,  if  you  examine  the  chart,  you'll  notice  that 
it's  your  interruptable  industrials  which  have  caused  your 
declines;  right? 

A  Because  we  don't  have  any  gas  to  serve  them.  And,  there's 

no  question  that  these  people,  like  the  Anaconda  Company,  who 
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put  in  a  big,  electric  furnace  are  going  to  take  less  gas. 

Q  So  the  fact  is  that  you've  experienced  decreases  in  your 

interruptable  industrials,  as  you  were  less  able  to  supply 
them  with  gas  at  a  cheap  price? 

A  They  don't  like  it  very  well,  but  I  guess  that's  the  way 
we'll  have  to  do  it. 

Q  And,  as  a  matter  of  fact,  you  and  I  would  recall  from  our 
past  rate  cases,  that  at  one  time  the  Anaconda  Company 
threatened  that  if  you  raised  the  price  of  gas  a  couple  of 
cents,  they'd  put  in  their  own  coal  mine  system;  didn't  they? 

A  I  don't  remember  that,  Mr.  Graybill,  but  -- 

Q  You  don't  remember  that? 

A  No,  I'm  afraid  I  don't. 

Q  Well,  are  you  familiar  with  the  fact  that  Anaconda  owns 
coal  mines  near  Stockett,  Sand  Coulee,  and  Great  Falls? 

A  Oh,  I  knew  that  those  mines  were  available  for  sale  for  a 
long  time.  In  fact,  we  looked  at  them  at  one  time  and 
decided  that  there  was  not  an  economically  viable  proposition 
I  didn't  know  that  they'd  bought  them.  I'm  glad  to  know 
that . 

Q  I  think  they've  owned  them  for  many,  many  years,  Mr.Coldiron. 

A  Oh,  no,  no,  not  the  ones  that  we  looked  at.  They  were  owned 

by  a  person  who  was  associated  with  the  Great  Northern 
Railroad,  and  I  can't  tell  you  his  name. 

Q  I  understand  that,  and  perhaps  you  were  not  aware  that  the 
Anaconda  Company  has  long  had  coal  reserves  in  that  area. 

Are  you  saying  that  you  were  not  aware  that  Anaconda  had 
seriously  considered  mining  its  own  coal  and  providing  its 
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own  power  and  not  needing  the  natural  gas  that  you  deliver 
to  them  in  Great  Falls? 

A  I  don't  know  that  any  serious  proposition  like  that  was  ever 
made.  I  don't  remember  it,  Mr.  Graybill;  I'm  sorry,  I  just 
don ' t . 

Q  All  right.  I  don't  know  whether  you  remember  it  or  not,  I 
just  asked  you. 

A  We  have  been  to  them  and  showed  them  this  thing,  and  they 
say  that  if  they  convert,  they  will  go  to  coal  rather  than 
oil . 

Q  So  you're  aware  of  the  fact  that  they  have  coal  in  mind  as 
an  alternative  source  of  power? 

A  Oh,  certainly,  certainly.  We've  talked  to  all  of  our 
interruptable  industrial  customers. 

Q  How  much  gas  does  the  Anaconda  Company  plant  at  Great  Falls 
take  from  you? 

A  I  can't  give  you  a  breakdown  of  the  --  I  can  tell  you  what 
they  take  totally. 

Q  Is  it  a  major  part  of  that  interruptable  industrials? 

A  It  would  amount  to  over  a  third  of  it,  but  not  at  Great  Falls; 

totally,  I  mean.  I  can't  give  you  what  they  take  at  Great 
Falls.  Totally  they  take  in  the  neighborhood  of  11  billion 
cubic  feet.  They  took  slightly  over  in  1975. 

Q  Do  you  think  there's  a  possibility  that  some  of  these 

interruptable  industrials  are  going  to  shift  their  power 
source  since  you  can't  guarantee  them  firm  gas? 

A  Well,  we  have  one  industrial  customer  that  is  going  off  of 
gas  in  April. 
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Q  Who  is  that? 

A  Ideal  Cement  Company.  They  already  have  their  coal  facilities 
installed.  They  are  going  to  switch  from  gas  to  coal. 

Q  How  much  have  they  been  taking? 

A  About  2  billion  a  year. 

Q  Now  is  that  reflected  in  this  chart? 

A  That's  10%  of  --  what? 

Q  Is  that  reflected  in  the  Applicants'  Exhibit  205? 

A  No,  sir. 

✓ 

Q  So,  in  other  words,  there's  a  further  diminution  of  what's 

i 

needed  by  2  billion  cubic  feet? 

A  Roughly  that,  yes. 

Q  Well,  that  helps  like  the  dickens  on  1976,  doesn't  it,  Mr. 
Coldiron? 

A  It  sure  does.  It  certainly  does. 

Q  Do  you  expect  this  might  happen  to  other  interruptables? 

A  I  would  suspect  that  some  of  them  will  leave  for  two  reasons. 
First,  that  they're  not  real  easy  about  the  supply.  And, 
secondly,  the  price  is  getting  up  to  be  -- 
Q  Pretty  expensive? 

A  --  pretty  expensive. 

Q  So  you  have  a  chance  of  getting  more  gas  from  Canada,  and 

you  have  a  possibility  that  some  of  the  interruptables  will 
drop  off  and  you  have  good  conservation  practices  going, 
all  of  which  tend  to  balance  your  system  for  the  years  that 
are  shown  on  Exhibit  205;  isn't  that  true? 

A  Oh,  they  would  help;  there's  no  question  about  that.  They 
would  help,  but,  unfortunately,  if  we  lose  the  Aden  supply, 
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they  are  not  going  to  be  able  to  help  enough. 

Q  I  trust  you've  made  that  point  to  the  Canadians? 

A  Very  pointedly. 

Q  Your  company  hasn't  engaged  in  any  extra-national  political 
contributions,  like  Gulf  Oil  and  some  of  those,  has  it? 

A  Unfortunately,  no.  Or,  fortunately,  no,  either  way  you  want 
it.  No,  we  have  not. 

Q  Well,  that  was  just  a  shot  in  the  dark,  Mr.  Coldiron. 

If  the  Canadian  price  goes  to  two  dollars,  are  you  still 
going  to  maintain  a  Montana  purchase  price  of  only  556  to 
856  for  gas? 

A  We  would  hope  to  maintain  it  in  that  order,  because  the 

$1.60  or  the  $2.00  which  you  assume,  would  be  for  pipeline 
quality  gas  at  high  pressure.  We're  talking  about  gas  at 
the  well  head,  which,  from  many  small  wells,  has  to  be 
gathered,  dehydrated  --  gathering  is  a  very  expensive  prop¬ 
osition,  so  we  think  that  by  the  time  that  we  get  that  gas 
to  market,  it's  approximately  as  expensive  as  the  Canadian 
gas.  If  we  had  a  large  discovery  in  Montana,  let's  say  in 
one  place  so  the  gathering  cost  would  be  down,  certainly  we 
would  look  at  a  higher  price.  I  believe,  as  I  mentioned  a 
while  ago,  McCarthy  suggested  $1.25. 

Q  And  $1.40  would  probably  be  much  more  reasonable  in  terms  of 
its  relationship  to  the  Canadian  price;  isn't  that  so? 

A  I'm  sure  that  you  could  get  lots  of  producers  in  Montana  to 
agree  with  that  position,  but  if  you  want  to  increase  the 
price  to  our  customers,  that  would  not  be  a  reasonable 
position . 
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Q  But  of  course  that's  the  price  that  you're  going  to  have  to 
pay  in  Canada  for  your  customers,  isn't  it? 

A  Only  because  we  have  to. 

Q  Now  it  says  here  that,  effective  in  July  of  1974,  the 

company  raised  its  contract  price  for  old  gas  in  Montana  to 
40C.  Do  you  mean  old  gas  in  existing  wells,  or  — 

A  Yes,  sir. 

Q  —  new  old  gas? 

A  I  don't  know  what  you  mean  by  new  old  gas. 

Q  There's  been  a  lot  of  gas  wells  capped  in  Montana,  hasn't 

there? 

A  No,  sir. 

Q  Oh,  there  hasn't,  huh? 

A  No,  sir. 

Q  Well,  I  guess  you  talk  to  different  independents  than  I  do, 

but  in  any  event,  what  I'm  trying  to  find  out  is,  what  it 
is  that  you  raised  the  price  to  40C  on? 

A  We  raised  the  price  to  all  gas  flowing,  that  is,  in  the 
pipeline  on  July  1,  1974,  from  approximately  10C  to  40C. 

Q  And  you  did  that  whether  or  not  the  contract  called  for  it; 
is  that  right? 

A  Yes,  sir. 

Q  How  did  that  protect  the  Montana  consumer? 

A  Well,  it  made  available  to  them  several  thousands  of  acres, 
hundreds  of  thousands  of  acres  of  land,  which  are  now 
dedicated  to  the  Montana  Power  Company  system  that  were  not 
dedicated  to  it  before. 

Q  In  other  words,  you  -- 
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A  Will  you  let  me  finish  my  answer,  Mr.  Graybill;  I'm  not 
finished . 

Q  Well,  I  want  you  to  explain  that  dedication  thing  to  me. 

A  In  other  words,  we  have  a  call  on  the  gas  and  it  cannot  be 
sold  to  other  people.  Secondly,  we  have  a  legal  problem 
which  is  involved  in  this,  which  is  very  difficult.  We  have 
situations,  for  example,  in  the  Tiger  Ridge  field,  which  you 
were  mentioning  a  while  ago,  where  gas  is  being  sold  at  the 
well  head  for  51  or  529  and  some  up  as  high  now,  I  suspect, 
as  65  to  759,  where  the  people  next  door  were  getting  109. 
These  leases  provide  that  we  will  pay  a  royalty  on  the  basis 
of  the  market  value  of  the  gas.  It  is  what  the  market  value 
of  the  gas  is,  is  the  question  which  has  not  been  decided 
in  the  Montana  courts.  However,  we  had  many  inquiries  and 
demands  that  we  raise  the  price  to  the  going  price,  which 
I  believe,  at  that  time,  was  439  in  the  Tiger  Ridge  field. 
Since  that  time,  we  have  a  situation  where  we  have  had  one 
well  owner  who  has  served  us  with  a  notice  to  cancel  his 
lease  because  the  409  is  not  the  going  market  price.  His 
neighbor  next  door  is  getting  679  per  MCF  for  gas  from 

i 

Montana-Dakota  Utilities.  We  have  been  informed  that  there 
are  a  group  of  land  owners  who  are  going  to  bring  a  lawsuit 
against  us  to  require  us  to  pay  royalty  on  the  basis  of  the 
price  being  paid  in  the  field  or  in  the  area.  So  we  had  not 
only  an  economic  reason  to  have  these  producers  who  owned 
these  wells  dedicate  additional  acreage  to  us,  we  had  a 
legal  reason.  There  is  a  real  question  as  to  whether  or  not 
even  the  409  is  the  payment  on  the  market  value  of  the  gas. 
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We  will  argue  very  vigorously  that  it  is  correct.  Maybe  you 
will  have  a  client  that  can  participate  in  that  lawsuit  when 
it  comes  along. 

Q  Well,  I  don't  have  such  a  client  now,  but  you  can  give  them 
my  name,  Mr.  Coldiron. 

A  I  certainly  will,  Mr.  Graybill. 

Q  All  right.  Now,  that  was  a  kind  of  a  long  answer,  but  do 

I  understand  you  to  say  that  because  you've  had  a  lot  of 
people  give  you  notice  that  they're  going  to  cancel  their 
leases,  and  that  you've  had  a  lawsuit  threatened  you  by  a 
number  of  landowners  because  you're  not  paying  the  prevailing 
market  price  for  gas? 

A  Because  we  are  not  paying  royalty  based  on  the  prevailing 
market  price  for  gas.  I  didn't  say  it's  several,  we  have 
had  one  notice  and  that's  been  within  the  last  two  months. 

Q  So  some  of  the  producers  still  think  you're  under  what  you 
ought  to  be  paying? 

A  Oh,  yes,  sir.  I've  told  you  three  times  that  there  was  a 
man  testified  in  the  rate  case  last  week  I  believe  it  was, 
that  $1.85  was  too  low. 

Q  Did  he  also  testify  that  this  was  stifling  your  ability  to 
get  Montana  gas? 

A  No  --  well,  yes,  he  said  that  we  were  being  --  we  were 
stifling  all  kinds  of  development  and  all  that  sort  of 
thing.  I  know  that  you've  been  through  this  many  times, 

Mr.  Graybill.  It's  the  same  tune  that  you've  heard  before, 
that  859;  then,  we  were  talking  about  69. 

Q  To  the  extent  that  if  he  happens  to  be  right,  then  maybe  you 
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could  make  up  your  losses  if  you  just  pay  what  the  market 
demands;  is  that  it? 

A  Well,  we  think  that  we  --  we  were  buying  gas  —  we  did  the 
best  we  ever  did  at  856.  We  think  that  we  can  buy  gas  at 
that  price,  'cause  that  is  a  good  price  for  gas  at  the  well 
head. 

Q  Do  you  think  you  can  buy  future  gas  at  that  price? 

A  Yes,  sir. 

Q  Well  if  you  can,  then  you  can  meet  the  deficiencies  shown 
on  Exhibit  205,  can't  you? 

A  Not  if  somebody  hasn't  got  gas  to  sell  we  can't.  ( 

Q  Well,  when  you  say  you  can  buy  it,  that  meant  to  me  you 

could  buy  it.  Are  you  saying  you  can  buy  it  if  there  was 
gas  to  sell? 

A  We  could  buy  it  if  they  had  gas  to  sell. 

Q  I  see.  Are  you  saying  there's  no  gas  for  sale  in  Montana? 

A  Oh,  there's  some,  yes.  We're  negotiating  with  everybody  that 

we  know  of. 

Q  So,  it  is  very  possible,  because  there  is  some  gas  for  sale,  ( 

and  because  you  can  buy  gas  at  856,  that  you  can  meet  the 
very  deficiency  shown  on  Exhibit  205,  isn't  it,  Mr.  Coldiron? 

A  No,  sir,  it  is  not  --  we  cannot  meet  those  deficiencies* 

Q  Well,  Mr.  Coldiron,  you  shouldn't  be  able  to  have  it  both 
ways:  a)  that  there's  some  gas  available;  b)  that  you're 

able  to  buy  it  at  856;  c)  that  you  would  do  that;  but  d)  we 
can't  get  any  gas.  Those  are  inconsistent  -- 

A  I'll  say  we  can  buy  some  gas.  Mr.  Graybill,  let's  don't  be 
unreasonable  about  your  position,  and  you  know  that  that  is 
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not  right. 

Q  Well,  I  certainly  know  that's  inconsistent  -- 

A  If  the  people  have  gas  for  sale  that  is  uncommitted,  we  think 
that  859  is  a  good  price.  There  are  some  people  who  do  not 
think  it  is  high  enough.  But  we  do  not  know  of  enough  gas 
anyplace,  committed  or  uncommitted,  that  could  give  us  7 
billion  a  year. 

Q  But,  of  course,  you  did  say  you  knew  you  could  buy  some  gas 
at  that  price.  That's  what  you  said;  right? 

A  We  are  negotiating  at  that  price.  And  they  are  for  small 

amounts:  a  half  a  billion  here,  a  half  a  billion  reserve  tha 
we  might  be  able  to  get  maybe  a  few  MCF  out  of  it  in  the 
summertime  that  we  could  put  in  storage. 

Q  So  that  what  you  really  have  is,  you  have  a  possibility  to 
buy  more  gas? 

A  We  don't  know  of  any  large  quantity,  certainly  not  enough  to 
offset  this  in  1976  or  1977. 

Q  And  secondly,  you  have  the  possibility  of  getting  Canadian 
gas?  You've  got  your  applications  in? 

A  We  are  very  hopeful  that  we  will. 

Q  And  third,  you've  got  the  possibility  of  continued  conser¬ 

vation,  which  you  noted  this  last  year  as  tending  toward  a 
lower  figure? 

A  Yes,  sir. 

Q  And  fourth,  you've  noted  that  interruptables  tend  to  be 

dropping  off? 

A  Only  because  we  do  not  have  the  gas  to  sell  them;  not  because 
they  want  to. 
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A 

Q 

A 

Q 

A 

Q 

A 

Q 

A 

Q 

A 

Q 

A 
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But  when  they  drop  off,  then  you  don't  have  to  service  them 
anymore,  do  you? 

Yeah,  but  -- 

Okay  now,  you've  got  a  fifth  one  to  add  for  me? 

Oh,  yes. 

Go  ahead,  shoot. 

From  our  own  exploratory  efforts,  which,  as  we  hope,  is  the 
best  one,  'cause  we're  spending  many,  many  dollars  in 
exploration  and  development  in  Montana. 

And  incidentally,  on  that  interruptables  dropping  off,  there 
a  2  billion  cubic  foot  for  a  year  customer  that's  dropped 
off  this  year? 

It  will  drop  off  in  April  of  this  year,  and  that's  approx¬ 
imately  that.  It's  1.9  or  2.1  or  -- 

They're  an  old  line  customer  of  yours  for  many  years? 

Many  years,  yes. 

So  we've  already  found  five  possible  ameliorations  for  that 
7  billion  cubic  foot  deficiency  in  1976,  Mr.  Coldiron;  we're 
doing  pretty  well,  aren't  we? 

If  you  look  in  on  my  prepared  testimony,  I  have  some  others 
that  you  might  find.  But  we  hope  that  all  of  these  put 
together  will  assure  the  supply  situation  in  Montana. 

You  want  to  pick  them  out  for  me?  Well,  never  mind. 

Yes.  Arctic  gas. 

Arctic  gas,  right.  Well,  let's  go  on  to  another  point. 

If  these  five  circumstances  which  might  cut  your  gas  defi¬ 
ciency  in  the  future,  or  some  combination  of  them,  were  able 
to  eliminate  the  deficiency  here,  then  the  company  could 
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continue  to  supply  its  present  gas  customers  without  any 
diminution;  is  that  right? 

A  If  you  think  those  assumptions,  then  we  are  very  hopeful  that 
it  will  be  the  case,  Mr.  Graybill. 

Q  And  surely  you  would  agree  with  me  that  your  residential  and 
commercial,  and  by  commercial  I  mean  stores  and  that  sort  of 
thing,  those  customers  would  be  the  ones  that  you  would  tend 
to  serve  the  longest? 

A  They  have  the  highest  priority. 

Q  And  you  mention  yourself  on  page  8  that  new  industrial 

customers  have  to  consider  the  use  of  alternative  fuels,  and 
I  trust  you  consider  coal  as  one  of  those  alternative  fuels? 

A  Oh,  yes,  sir. 

Q  So  the  coal  business,  which  of  course,  Western  Energy  and 

your  company  are  also  in,  is  capable  of  supplying  energy  to 
industrial  customers  who  can  make  use  of  coal  energy 
facilities,  right? 

A  Some  of  them,  yes.  For  instance,  Ideal  Cement  that  is  going 
off  the  line  is  not  going  to  use  Montana  coal.  They're  going 
to  get  their  coal  from  Wyoming  because  of  certain  burning 
characteristics;  they  could  not  use  our  coal. 

Q  Well,  I'd  like  to  wish  you  well  on  where  the  coal  comes  from, 
but  I'm  mostly  interested  in  the  fact  that  coal  can  supply 
as  a  raw  mine  material  an  energy  source  to  replace  natural 
gas? 

A  Very  definitely.  It's  our  most  abundant  fuel  source. 

Q  So  it's  only  after  these  --  I've  added  that  as  a  sixth 

possible  way,  that  is,  the  fact  that  coal  is  an  alternative 
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for  new  customers.  It's  only  after  these  six  methods  all 
fail,  that  we  get  into  the  proposition  that  people  might 
need  to  use  electricity  instead  of  natural  gas? 

A  No,  sir,  that  is  not  true. 

Q  I  see.  Well,  on  page  8  where  you  talk  about  the  industrial 

customer  switching,  you  add  coal,  oil,  wood  waste,  or  elec¬ 
tricity,  so  you've  got  three  other  alternatives  besides 
electricity? 

A  That's  right. 

Q  Well,  Mr.  Coldiron,  I  must  say  that  you've  been  very  cooper¬ 
ative  with  me  in  explaining  the  history  of  Montana  Power's 
gas  production,  and  I'm  delighted  to  find  that  there  are  as 
many  as  six  alternative  ways  that  we  might  avoid  the  deficien 
cy  shown  on  Exhibit  205.  We  did  put  in  exploration,  and  -- 

A  Did  you  put  in  arctic  gas?  I  wish  you  would  put  it  in 
because  I  think  that's  going  to  be  our  salvation. 

Q  Arctic  gas.  Okay,  we'll  get  that  down. 

A  I  thank  you  for  your  cooperation,  sir. 

HEARINGS  EXAMINER:  Would  someone  please  allow 
Mr.  Ross  a  chance  to  object  to  something? 

MR.  GRAYBILL:  He  probably  wants  to  object  to  my 
thanking  Mr.  Coldiron  for  his  thoughts.  Before  I 
relinquish  this  witness,  Mr.  Ross,  is  there  any  defen¬ 
sive  work  you'd  like  to  put  in,  because  I'm  about  to 
give  up  here.  Mr.  Ross  indicates  that  he  thinks  Mr. 
Coldiron 's  done  well  enough  alone.  All  right.  Thank 
you . 

WITNESS:  That's  a  very  wise  decision. 
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_ ^ _ 

Thank  you,  Mr.  Graybill. 

HEARINGS  EXAMINER:  Let's  take  a  recess,  shall  we? 
We  have  to  change  our  tape  and  give  your  arm  a  rest, 
Gwen . 

(RECESSED  AT  3:10  P.M.) 
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Following  a  brief  recess,  the  hearing  reconvened  at  3:25  P.M. 
on  January  29 ,  1976. 

HEARINGS  EXAMINER:  We  will  go  back  on  the  record. 
Mr.  Sheridan,  you  have  cross-examination. 

CONTINUATION  OF  EXAMINATION  OF  WILLIAM  H.  COLD IRON 
Cross,  by  Department  of  Natural  Resources  and  Conservation 
By  Mr.  Sheridan: 

Q  I  have  just  one  question,  Mr.  Coldiron.  It  says  in  the  first 
sentence  of  your  statement  on  page  1  that  you  are  the 
Executive  Vice-President  of  the  Montana  Power  Company  and 
have  the  responsibility  for  all  gas  matters;  is  that  right? 

A  Yes,  sir. 

Q  Nothing  further. 

HEARINGS  EXAMINER:  Mr.  Meloy,  any  questions 
regarding  cross-examination? 

MR.  MELOY:  No  questions  for  this  witness, 

Mr.  Davis. 

HEARINGS  EXAMINER:  Redirect,  Mr.  Ross? 

Redirect,  by  Applicants 
By  Mr.  Ross; 

Q  I  have  just  one  question.  Mr.  Coldiron,  you  recall  that  Mr. 
Graybill  was  discussing  the  possibilities  with  you  that  -- 
some  possibilities  that  might  be  explored  to  lessen  the  natural, 
gas  deficiency.  Do  you  have  any  figures  regarding  new  con¬ 
struction  in  the  type  of  energy  installation  on  the  Montana 
Power  Company  system,  whether  they  might  use  natural  gas  or 
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A  Mr.  Ross,  as  I  stated  in  my  direct  testimony,  there  is  no 

question  that  there  is  a  tendency  towards  the  use  of  electricity 
for  residential  and  commercial  installations.  I  do  have  some 
figures  on  the  Montana  Power  Company  system  that  indicate  that 
in  the  year  1975  we  had  a  total  of  approximately  2,600  new 
customers,  and  of  those,  507  residential  customers  and  39 
commercial  customers  used  electricity  instead  of  gas  for 

heating;  this  is  quite  an  increase  over  the  years.  I  might 

1 

say  that  in  1974  it  was  even  higher,  but  in  those  figures  of 
588  new  electric  residential  units,  Big  Sky,  Montana  was  in 
that,  so  we  think  that  that  is  probably  a  little  high.  In 
1975,  of  living  units  added  to  the  Montana  Power  Company  system, 
1,064  of  those  living  units  used  electric  heat  and  of  those 
1,064,  669  of  them  had  natural  gas  available.  In  the  city 
of  Billings  there  is  being  erected  a  new  14  or  15  story  office 
building  that  will  be  completely  electric  heated  even  though 
natural  gas  is  available,  and  it  rates  considerably  lower 
than  those  in  the  Montana  Power  Company  system.  So  I  think 
that  all  of  this  indicates  that  there  is  definitely  a  trend 
towards  electrical  heat,  as  against  natural  gas  heat,  on  the 
Montana  Power  Company  system. 

MR.  ROSS:  Thank  you,  no  further  questions. 

MR.  SHERIDAN:  No  questions. 

HEARINGS  EXAMINER:  Do  you  have  any  objections 
to  the  exhibits  that  were  proposed,  offered  by  this 
witness? 

MR.  SHERIDAN:  No  objections. 
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HEARINGS  EXAMINER:  Very  well,  the  record  will 
show  that  Exhibits  numbered  200,  201,  202,  203,  204 
and  205  are  admitted.  Thank  you  Mr.  Coldiron. 

MR.  COLDIRON:  Thank  you. 

(WITNESS  EXCUSED) 

HAROLD  M.  BEISEL,  previously  called  as  a  witness  by  the  applicants 

and  previously  sworn  upon  his  oath,  resumed  the  witness  stand 

for  the  continuation  of  his  examination  and  testimony. 

HEARINGS  EXAMINER:  Let  the  record  show  that  Mr. 
Beisel  has  resumed  the  witness  chair  and  Mr.  Graybill 
has  advised  me  that  he  had  no  further  cross-examination, 
so  you  may  continue  with  redirect  examination,  Mr. 
Bellingham. 

Redirect,  by  Applicants 

By  Mr.  Bellingham: 

Q  Mr.  Beisel,  you  said  the  record  is  absolutely  clear.  My 

recollection  is  that  it  came  in  rather  fragmentary.  How  many 
trips  were  made  to  the  Colstrip  area  by  you  during  the  course 
of  the  events  that  you  have  previously  described  on  cross- 
examination? 

A  I  personally  made  two  trips  to  the  Colstrip  area. 

Q  How  about  the  people  working  under  you? 

A  There  were  several  trips  to  Colstrip;  there  were  two  trips  by 
Mr.  Myra  and  one  trip  by  Mr.  Travis. 

Q  I  think  you  had  previously  touched  upon  that  to  a  certain 
extent,  had  you  not? 
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A  Yes,  sir,  on  the  extent  of  their  visits. 

Q  Now  I  think  that  you  have  testified,  and  there  are  statements 
in  your  written  statement,  such  as  that  on  page  3,  where 
you  stated  very  critical  assumption,  line  11,  "made  in  our 
detailed  analysis  specified  that  all  the  people  working  upon 
the  Colstrip  project  would  come  from  outside  the  state  of 
Montana  and  be  located  in  the  community  of  Colstrip."  And  I 
think  you  have  been  interrogated  concerning  that.  Why  was 
that  assumption  made  at  the  time? 

A  I  think  this  goes  back  to  even  looking  at  the  purpose  of  our 

whole  study.  At  the  time  we  were  doing  this,  we  were  attempt¬ 
ing  to  provide  information  to  the  state  agencies  for  the  prep¬ 
aration  of  their  Environmental  Impact  Statement,  and  also  for 
their  planning  purposes  for  the  future,  so  that  what  we  wanted 
to  do  was  to  project  the  maximum  impact  that  this  project  would 
have  upon  a  focused  geographic  area.  And  that  is  why  we  made 
these  assumptions  and  stated  them  as  such,  so  that  should  the 
state  agencies,  or  the  reviewers  of  this  report  for  which  it 
was  intended,  have  alternative  data  or  assumptions,  they  could 
be  incorporated  in  and  determine  the  impact,  which  would  be  les|s 
than  what  we  had  projected.  So,  we  made  our  assumption  as  a 
conservative  one  in  order  to  project  maximum  impact  from  the 
proj  ect . 

Q  Now  then,  at  the  time  that  this  report  was  being  prepared, 
and  when  I  say  report  I'm  talking  about  the  Westinghouse 
Report,  I  think  you  indicated  that  unit  number  1  was  just 
getting  under  way  as  far  as  construction  was  concerned;  am  I 
correct? 
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Yes,  that  is  true. 

And  what  kind  of  personnel  was  on  the  job  at  that  time? 

There  were  a  lot  of  —  primarily  administrative  personnel, 
but  some  manual  class  laborers  in  getting  the  project,  so  to 
speak,  off  the  ground. 

Was  this  the  typical  type  of  personnel  working  on  the  unit  that 
would  be  working  later  on  the  unit  when  things  got  under 
way? 

No,  it  could  really  not  be  considered  typical  of  the  kinds 
of  work  force  —  their  geographic  distribution,  their  former 
residences,  their  skill  levels  —  as  would  be  required,  so  that 
we  did  not  attempt  to  alter  our  assumption  in  using  this 
somewhat  atypical  data  for  our  projections  at  the  time  that 
we  did  our  analysis. 

Now  then,  there  have  been  frequent  comments  and  questions 
regarding  what  has  been  marked  as  Applicants'  Exhibit  117, 
the  Colstrip  Applicants'  Environmental  Analysis  dated  November 
7,  which  was  prepared  by  Westinghouse  Environmental  System  of 
which  you  were  a  part.  What  was  the  purpose  of  that 
Westinghouse  Report? 

The  purpose  of  that  report,  as  I  have  stated,  is  really  to 
provide  information,  particularly  to  the  state  planning  agencie 
in  the  preparation  of  their  Environmental  Impact  Statement, 
and  for  their  planning  to  accommodate  this  project  within  the 
state  of  Montana,  and  indeed  to  make  decisions  upon  that  pro¬ 
ject  itself.  So  that  we  were  providing  a  base  set  of  data, 
in  part  taking  source  data  from  the  utilities  and  putting 
additional  interpretation  on  it  so  that  an  adequate  data  base 
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could  be  used  by  these  state  agencies  for  planning  and  in 
the  evaluation  of  the  project. 

Is  it  your  opinion  that  the  town  of  Colstrip,  as  it  is  now 
constituted  and  within  the  immediate  future,  will  interfere 
in  any  way  with  the  life  style  of  the  Northern  Cheyenne 
Indians? 

No,  I  don't  believe  so  specifically.  For  one,  because  of  the 
geographic  distance  between  the  town  of  Colstrip  and  the 
reservation.  The  facilities  at  Colstrip  are  available  for  use 
by  the  Indians  if  they  want  to  participate  in  the  commercial 
facilities  there;  if  they  do  not  wish  to  participate,  that 
will  not  change  their  effect  upon  the  community  or  the  effect 
upon  themselves.  They  do  have  the  capability  of  having  their 
children  educated  in  the  school  system;  this  could  be  somewhat 
of  an  impact  upon  that  community.  Because  of  the  project,  ther 
has  been  an  expansion  of  the  physical  facilities,  planned  and 
funded  by  bonding  support  through  referendum  last  fall  at  the 
school  system  to  expand  the  physical  plant,  and  there  have  beer 
numerous  curriculum  changes  instituted  because  of  the  economies 
of  the  scale  offered  by  the  increased  enrollment. 

Now  then,  I'm  sure  there  is  testimony  relative  to  the  Ken  R. 
White  plan  directed  toward  Colstrip  units  1  and  2;  do  you 
recall  that? 

Yes. 

Is  there  room  in  the  Colstrip  area,  and  I'm  talking  about  the 
town  of  Colstrip,  to  accommodate  any  future  expansion  to  the 
town  of  Colstrip  that  may  be  necessary  as  the  result  of  units 
3  and  4  being  built? 
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A 


Q 
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A 


There  is  both  adequate  space  as  well  as  major  facilities  which 
have  been  instituted.  The  Ken  R.  White  study  was  primarily 
directed  toward  units  1  and  2,  and  set  forth  the  platting  plans 
and  requirements  for  supporting  of  permanent  parties  associate*: 
with  units  1  and  2.  But  in  that  study  they  did  state  that 
there  were  facilities  for  expansion  of  their  plan,  particularly 
to  the  north  of  the  Colstrip  Community.  And  the  major  essentia 
services  of  the  community,  such  as  water  supply  and  waste 
water  systems,  have  been  constructed  of  adequate  size  to 
expand  beyond  the  requirements  of  the  Ken  R.  White  plan  to 
accommodate  those  permanent  parties  associated  with  units  3 
and  4 . 

Now  then,  turning  your  attention  to  the  Northern  Cheyenne 
Indian  Tribe,  do  you  know  how  many  members  are  enrolled  in  the 
tribe? 

There  are  close  to  7,000  total  tribal  members,  however,  there 
are  only  about  a  third  of  them  that  presently  live  on  the 
reservation;  I'd  say  there  are  probably  about  2,100  that  live 
on  the  reservation. 

Do  you  know  how  many  households  are  located  on  the  reservation? 
Of  these  2,100  individuals,  there  are  households  of  about  — 

500  households  of  somewhat  of  an  average  size,  a  little  over 
four  persons  per  family,  on  the  average.  For  this  individual 
family  unit,  the  economic  life-style  of  the  community  is  some¬ 


1 


what  reflected  by  the  average  family  income,  should  we  say, 
and  that  is  somewhat  in  the  neighborhood  of  about  $1,100. 
What  date  did  you  place  on  that? 

The  census  dated  1970. 
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Q  That's  per  family? 

A  Yes,  that  would  be  a  per-family  income. 

Q  How  does  that  compare  with  the  poverty  level? 

A  It  is  many  times  lower  than  the  recognized  federal  poverty 
level . 

Q  And  what  effect  does  that  have  on  the  life  style  of  the 
Northern  Cheyennes? 

A  It  is  somewhat  reflective  of  the  options  that  the  individual 
family  would  have  in  pursuing  its  needs  for  food  and  shelter  , 
to  be  sure,  as  well  as  any  other  social  amenities  which  would 
be  desirable  and  perhaps  could  not  be  achieved  because  of 
economic  restraint. 

Q  You  could  say  that  that's  a  poverty  pocket;  is  that  an  apt 
description? 

A  Yes,  very,  very  well. 

MR.  MELOY:  Mr.  Davis,  I  didn't  hear  that  leading 
question  that  was  just  given  by  Mr.  Bellingham.  Could 
he  repeat  it  please? 

MR.  BELLINGHAM:  Yes,  I  would  be  very  glad  to 
repeat  my  leading  question.  I  said,  could  this  area 
down  there  be  termed  a  poverty  pocket;  would  that  be 
an  apt  description?  And  I  think  the  answer  was  yes. 

MR.  MELOY:  Thank  you  Mr.  Bellingham. 

MR.  BELLINGHAM :  I  will  now  turn  to  my  next 
leading  question,  if  you  don't  mind. 

Q  Well,  as  far  as  jobs  being  available  at  Colstrip  3  and  4, 
what  effects  would  this  have  upon  the  Northern  Cheyennes 
who  possibly  could  fulfill  some  of  these  jobs? 
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A  I  think  it  offers  an  opportunity  for  the  tribal  members  as  a 
whole  to  obtain  an  increased  income  and  the  options  that  go 
with  that  increased  income.  Individual  actions  by  individual 

job  holders  are  at  the  discretion  of  that  individual's 

) 

prerogatives,  but  overall  it  offers  the  opportunity  for 
increased  employment  by  the  tribal  members  at  the  Colstrip 
project.  Colstrip  project  management  has  expressed  a  very 
willing  concern  to  employ  the  Indians  that  live  presently 
on  the  reservation. 

Q  I  think  you  were  asked  questions  regarding  the  fact  that  the 
sales  department  of  Westinghouse  sells  turbines  and  so  forth, 
and  what  effect  this  might  possibly  have  upon  your  treatment 
of  an  analysis  of  the  Colstrip  3  and  4  units;  do  you  recall 
that? 

A  Yes,  I  do. 

Q  I  think  your  answer  was  none? 

A  That  is  correct. 

Q  Would  you  explain  that  answer,  please? 

A  Our  department  is  known  as  a  profit  center  within  the 

corporation  and  we  have  our  own  business  development,  or  should 
I  say  marketing  or  sales  department  wholly  contained,  which 
in  no  part  is  under  the  jurisdictional  part  of  that  sales  or 
marketing  function  which  has  the  responsibility  for  selling 
major  large  equipment  at  Westinghouse. 

Q  Does  Westinghouse ' s  environmental  system  have  any  contact 
with  its  general  sales  management  team  and  group  of 
Westinghouse  Corporation  itself? 

A  No,  we  don't. 


-3429- 


1 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 


Q  Have  you  ever  felt  any  influence  being  exerted  upon  you  by 
the  other  departments  of  Westinghouse,  such  as  the  sales 
d ivision? 

A  None  whatsoever. 

Q  As  a  practical  matter,  how  did  you  treat  the  Northern  Cheyennes 
in  your  impact  statement? 

A  They  were  accorded  no  particular  attention, nor  were  they 

dismissed  from  receiving  attention  on  that  basis.  We  focused 
our  study,  as  we've  said,  upon  the  Colstrip  community  and 
the  immediate  surrounding  area  and  we've  given  as  much  concern 
or  attention,  as  the  case  may  be,  to  communities  like  Forsyth 
as  well  as  any  other  communities  within  the  approximate  radial 
distance,  and  that  would  include  communities  on  the  reservation 

Q  Do  you  know  whether  there  is  a  nurse  located  in  the  town  of 
Colstrip? 

A  There  is  a  full-time  county  nurse  who  visits  the  Colstrip 

community  once  or  two  times  a  week.  In  addition,  there  is  a 
full-time  licensed  nurse  practitioner  who  handles  the  majority 
of  health  care  services  within  the  community.  In  addition, 
there  is  a  physician  from  Miles  City  who  visits  one  day  a  week, 
and  in  addition  to  this  there  is  ambulance  service  with  two 
vehicles  supported  by  trained  medics. 

Q  Turning  next  to  two  of  the  exhibits  that  have  been  offered  to 
be  introduced  into  evidence  through  you,  I  would  like  to  call 
your  attention  first  of  all  to  the  Applicants'  Exhibits  marked 
28  and  29.  You  have  on  the  left  hand  column  of  each  of  those 
exhibits  figures  dealing  with  the  projected  mill  rate;  is 
that  correct? 
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A  Yes,  as  well  as  for  1975  an  actual  millage  rate. 

Q  And  the  actual  mill  rate  for  1975  is  what? 

A  That  was  quoted  as  98.17.  This  is  data  obtained  from  the 
Rosebud  County  assessor's  office. 

Q  And  the  1976  projected  mill  rate  is  what? 

A  The  1976  projection  is  96.12. 

Q  And  from  then  on  it  decreases;  is  that  correct? 

A  That  is  correct  as  shown  in  the  exhibit. 

Q  And  where  did  you  obtain  those  figures? 

A  Those  figures,  as  referenced,  were  obtained  from  the  Department 
of  Natural  Resources  Environmental  Impact  Statement . 

0  Do  you  feel  that  they  are  valid  estimates? 

A  I  think  they  are  valid  upon  the  basis  on  which  they  were 

provided  at  the  time.  They  are  based  upon  popu 1  at  ion  and  cost 
per  individual  community  services,  based  on  the  assessed 
value.  The  fact  that  these  rates  were  calculated  by  DNR  prior 
to  an  increased  evaluation  in  the  plant,  there  will  be  an 
increased  evaluation  which  in  essence  would  end  up  dropping 
these  millage  rates  from  these  projected  values.  So  that  I 
think  that  they  are  somewhat  higher  than  what  may  actually 
end  up  occurring. 

Q  Now  then,  do  you  know  what  the  actual  mill  rate  was  for  the 
year  1974? 

A  In  1974,  in  School  District  19,  the  county  tax  levy  was 
129  mills. 

Q  And  is  that  the  same  figure  that  would  compare  the  98.17 
for  your  1975  -- 

A  The  same  basis,  if  that's  what  you  mean,  so  that  in  essence 
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there's  been  a  reduction  of  about  31  mills. 


Q  And  do  you  know  what  the  mill  levy  was  for  the  year  1973? 

A  On  that  same  basis  it  was  134,  so  that  between  '73  and  '74 
there  was  a  reduction  in  that  millage  rate  of  five  mills, 
approximately.  This  reduction  in  the  millage  rate  between  '72 
and  '73  of  5  and  subsequently  between  '74  and  '75  is  a  reflec¬ 
tion  of  the  increased  evaulation  of  the  real  properties  and 
taxable  values  within  Rosebud  County  and  School  District  19, 
a  major  portion  of  this  coming  from  the  taxable  value 
associated  with  Colstrip  units  1  and  2. 

Q  Why  do  you  make  that  statement?  How  do  you  know  that  is  the 
case? 

A  That  is  from  the  county  appraiser's  tax  roles. 

Q  All  right,  now  do  you  know  insofar  as  the  elementary  School 
District  19  increase  and  the  taxable  valuation  between  the 
years  '74  and  '75? 

A  In  approximate  numbers,  rounding  out  and  not  worrying  about 
some  of  the  thousands  of  dollars,  that  value  increased  from 
approximately  $10,000,000  in  1974  to  $22,000,000  in  1975. 

Q  That's  the  elementary  school? 

A  That's  for  elementary  School  District  19. 

Q  Taxable  value? 

A  Yes,  sir. 

Q  And  how  about  the  increase  in  the  high  school  district? 

A  The  high  school  district  in  that  same  period  of  time  increased 
from  approximately  $11,000,000  in  '74  to  about  $24,000,000  in 
'75,  an  increase  of  $13,000,000. 

Q  And  what  about  the  total  county  taxable  value  as  far  as  the 
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increase  or  decrease  between  '74  and  '75? 

A  The  total  county  taxable  value  increased  from  approximately 

$25,000,000  to  in  excess  of  $42,000,000;  there  was  a  $17,000,0(j0 
increase  between  '74  and  '75.  Approximately  $10,000,000  of 
this  increase  was  attributable  to  utilities. 

Q  What  utilities  would  that  be? 

A  That  would  be  Colstrip  units  1  and  2. 

Q  Is  that  also  true  as  far  as  the  same  rounded  figures  relating 
to  the  elementary  school  district  and  the  high  school  district; 

A  Yes,  it  is. 

Q  Now  then,  I  think  you  testified  on  cross-examination  to  the 
effect  that  it  was  your  opinion  that  probably  the  Forsyth 
taxes  have  gone  down  during  the  last  year;  do  you  recall  that? 

A  Yes,  I  do. 

Q  Have  you,  since  you  made  that  statement,  checked  to  determine 
whether  or  not  that  is,  in  fact,  the  case. 

A  Yes,  I  have.  At  the  time  I  had  stated  that  I  was  probably 
assuming  that  the  Forsyth  county  taxes  had  decreased. 

Q  When  you  say  Forsyth,  we  are  talking  about  the  city  of 
Forsyth,  are  we  not? 

A  Yes.  What  has  happened  is  that  the  total  levy  of  taxes  in 
Forsyth,  the  county  component  has  decreased  by  approximately 
12  mills  from  '74  to  '75,  however,  there  was  a  corresponding 
increase  in  the  city  component  of  that  tax  structure  to 
accommodate  for  the  changes  required  by  Capital  Equipment  to 
improve  the  sewage  system  in  the  community.  So  that  in 
essence  there  has  been  an  increase  overall  in  the  taxes 
because  of  the  financial  burden  placed  upon  improvements  to  the 
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water  system. 


Q 

A 

Q 

A 

Q 

A 

Q 


A 

Q 

A 
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All  right,  and  how  many  mills  would  be  attributable  to  the 
water  sewage  system? 

There  are  ten  mills  directly  attributable  to  the  water 
system  improvements  in  Forsyth. 

And  what  is  the  tax  levy  for  1974? 

The  tax  levy  for  1974  in  the  city  of  Forsyth  in  Rosebud 
County  is  167  mills. 

And  what  about  '75? 

In  1975,  it  increased  then  up  to  175. 

Now  then,  calling  your  attention  to  the  applicants' 
Environmental  Analysis,  I  think  you  have  previously  testified 
as  to  how  that  was  prepared  by  a  group  leader  with  various 
people  under  him;  isn't  that  correct? 

That  is  correct. 

And  would  you  explain  generally  the  manner  in  which  it  was 
prepared? 

Well,  the  individual  professional  man  associated  with  each 
individual  section  would  draft  his  section,  and  his  line 
supervisor  in  our  department  would  be  responsible  for  review¬ 
ing  that  section,  and  then  it  would  be  reviewed  by  the  project 
management,  with  Mr.  Voytko  serving  as  project  manager,  and 
then  it  would  be  forwarded  to  the  utility  for  review  and 
verification  of  facts.  And  then  this  would  be  reiterated 
and  going  back  at  any  stage  if  there  were  changes,  deletions, 
additions  to  be  made. 

Now  then,  calling  your  attention  to  Applicants'  Exhibit  number 
221,  I  think  you  were  asked  enough  questions  this  morning  by 


or 
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Mr.  Meloy  relative  to  the  background  of  this  to  lay  a 
foundation,  but  I  would  like  to  ask  you  a  couple  more  questions 
if  I  might.  I  think  in  order  to  shorten  it  I  will  ask  you 
a  few  quick  leading  questions,  if  I  might.  This,  as  I  under¬ 
stand  it,  represents  the  correspondence • and  your  memos 
relative  to  the  Indian  tribes  as  they  appear  in  these  various 
documents  in  the  state  of  Montana;  is  that  correct? 

A  Yes,  as  initiated  by  the  Westinghouse  Environmental  Systems 
Department . 

Q  And  were  the  various  components  that  make  up  Exhibit  221 
prepared  in  the  usual  and  ordinary  course  of  business  by 
Westinghouse  Environmental  Systems? 

A  Yes,  indeed  they  were. 

Q  Now  then,  I  would  like  to  call  your  attention  to  Applicants' 
Exhibit  number  222,  and  I  think  you  have  previously  testified 
wherein  the  attorneys  for  the  applicants  descended  upon  you  — 
MR.  CUMMINS:  I'm  going  to  object.  There  were  no 
questions  asked  on  222,  period.  Improper  redirect 
examination,  period. 

HEARINGS  EXAMINER:  Wait  until  he  finishes  his 
question,  I  don't  think  he's  asked  a  question  yet,  and 
then  make  your  objection,  please. 


( 


( 


Q  Well,  let's  start  from  scratch.  Applicants'  Exhibit  number 
222  was  extracted  from  your  files  by  attorneys  for  the 
opponents,  was  it  not? 

A  Yes,  sir. 

Q  And  that's  how  it  came  to  our  attention? 
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A  Yes,  sir. 

Q  And  what  do  those  notes  represent? 

A  These  are  notes  that  I  made  during  my  trip  to  Colstrip  on 
Monday,  the  26th  of  January  as  they  are  dated. 

Q  And  what  was  the  purpose  of  these  notes? 

MR.  CUMMINS:  To  which  we  object  as  improper 
redirect  examination.  No  cross-examination  was 
made  on  those,  and  those  documents  have  not  been 
properly  offered  and  cannot  be  offered  during  cross- 
examination  for  purposes  of  admission  to  this  proceeding, 
and  because  of  the  time  limitation  on  them,  too.  They 
were  not  used  at  all. 

HEARINGS  EXAMINER:  Sustained. 

Q  I  think  you  previously  testified  regarding  the  short-term 

application  of  the  problems  and  socioeconomic  effect  upon  the 
communities  in  and  about  Colstrip,  have  you  not? 

A  Yes . 

Q  You  talked  about  temporary  costs  and  detriments  and  so  forth? 

A  Yes. 

Q  And  what  about  the  long-range  detriments  and  benefits  regard¬ 
ing  this  particular  point? 

A  I  think,  during  the  cross-examination  in  particular,  we  have 
placed  a  great  deal  of  emphasis  upon  the  costs,  or  what  we 
could  say  would  be  temporary  inconveniences,  crowding  of 
schools,  traffic,  dust,  et  cetera,  but  these  indeed  are  tempo¬ 
rary  ones  when  we  are  speaking  of  a  project  with  an  economic 
lifetime  over  35  years,  and  during  the  entire  course  of  the 
project  there  are  long-term  benefits  which  will  be  accrued. 
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These  are  manifested,  of  course,  in  employment,  as  we've 
stated,  but  also  in  services  which  can  be  provided  by  the 
tax  revenues  accrued.  It  is  really  not  the  tax  revenues  which 
end  up  being  benefits,  but  the  way  in  which  they  are  adminis¬ 
tered  by  appropriate  county,  local  and  state  personnel,  and 
the  services  which  could  be  afforded  by  those  services  over 
the  entire  lifetime  of  the  project.  There  also  is  a  remaining 
residual  of  improved  school  facilities  and  curriculum  in  the 
Colstrip  area  which  will  continue  to  be  supported  by  the  tax 
revenues  throughout  the  life  of  the  project.  I  think,  really, 
we've  ended  up  placing  a  great  deal  of  emphasis  on  the 
temporary  costs  and  some  of  the  changes  that  go  with  that, 
and  it's  not  really  the  changes  that  end  up  causing  adverse 
impact;  it's  the  lack  of  planning  to  accommodate  those  changes 
that  produces  impact.  And  the  objective  that  I  reported 
initially  was  to  project  the  kinds  of  changes  that  would  take 
place  so  that  adequate  planning  could  be  instituted  at  all 
levels,  so  that  that  change  could  be  accommodated  in  a  reason¬ 
able  manner.  There  were  plans  made  and  executed  for  units  1 
and  2,  the  Ken  R.  White  town  plan,  the  Spring  plan;  these 
systems  have  been  put  into  effect;  major  changes  have  been 
made  to  the  water  supply  system,  the  waste  water  treatment 
system.  These  basic  services  can  be  expanded  and  the  town 
plans  executed  and  revised  for  these  units  to  provide  for 
expansion  in  pockets  throughout  the  community.  And  the  ability 
to  provide  this  advance  planning  on  units  1  and  2,  can  surely 
then  be  implemented  into  the  advance  planning  required  and 
accommodating  the  parties  associated  with  units  3  and  4. 


-3437- 


1 

o 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

2° 

23 

24 

25 

26 

27 

28 


MR.  BELLINGHAM:  I  have  no  further  questions  of 
Mr.  Beisel.  I  do  now  repeat  my  previous  request  that 
Exhibits  24  through  36  and  211  be  accepted  into 
evidence,  and  we  now,  at  this  time,  further  offer  into 
evidence  Applicants'  Exhibits  221  and  222. 

MR.  CUMMINS:  Well,  I  believe  I  don't  have  to 
file  my  objections  to  those  until  after  my  re-cross; 
is  that  correct? 

HEARINGS  EXAMINER:  That's  right.  We'll  let  you  al 
re-cross  and  then  I'll  let  you  all  make  any  objections 
you  have,  and  then  I'll  rule  on  everything  at  one  time; 
so  go  ahead  with  your  re-cross. 

Re-cross,  by  Department  of  Natural  Resources  and  Conservation 

By  Mr.  Cummins: 

Q  Mr.  Beisel,  during  Mr.  Coldiron's  examination  I  noted  that  you 
were  on  the  telephone  when  I  went  out  to  get  a  cup  of  coffee, 
and  I  noted  that  you  were  on  when  we  had  the  break  and  came 
back  in,  maybe  an  hour  or  an  hour  and  a  half;  who  were  you 
talking  to? 

A  I  was  talking  to  several  people. 

Q  All  right,  who? 

A  I  was  speaking  to  Mr.  Mogen. 

Q  Who? 

A  Mr.  Mogen,  the  Rosebud  County  Appraiser. 

Q  Rosebud  County  Appraiser  or  Assessor? 

A  Appraiser.  I  was  also  speaking  to  Mrs.  Fink,  the  Rosebud 
County  Assessor. 
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Q  All  right,  so  that  you're  now  still  conducting  your  survey; 
is  that  what  you're  doing?  You're  gathering  information 
as  late  as  an  hour  ago;  is  that  right? 

A  I  was  verifying  some  of  the  information  that  I  had,  yes,  sir. 

Q  Well,  who  else  did  you  talk  to?  You  didn't  talk  to  those 

two  people  for  an  hour  and  a  half? 

A  Predominantly.  I  also  spoke  to  Mr.  Martin  White  at  Colstrip. 

Q  And  who  is  he?  Who  is  Mr.  White? 

A  He's  the  Western  Energy  Manager  at  Colstrip. 

Q  And  he  gave  you  the  figures  on  the  information  about  the 

employment  as  to  those  people  that  were  there  when  you  were  ( 

doing  your  study,  and  not  being  involved  in  anything  except 
management.  Is  that  where  you  got  that  information? 

A  No,  sir. 

Q  Where  did  you  get  that  information  in  response  to  the  question 
Mr.  Bellingham  asked  you,  about  the  people  that  were  there  not 
really  having  the  skills  and  stuff  to  be  involved  in  the  labor 
force  and  weren't  really  involved  so  that  you  could  count  them 
as  in-state  or  out-of-state.  Where  did  you  get  that  informaticn,  ? 
from  Mr.  White? 

A  No,  sir,  that's  somewhat  from  my  own  experiences  with  this 
proj  ect . 

Q  Well,  what  did  Mr.  White  tell  you? 

A  I  did  not  discuss  that  topic  with  Mr.  White. 

Q  What  did  Mr.  White  tell  you? 

A  We  were  talking  about  those  community  facilities  which  Mr. 

Graybill  was  interrogating  me  about,  and  the  schedule  for 
those  facilities. 
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Q  Getting  your  hair  cut,  changing  your  oil,  getting  a  doctor 

and  having  a  nurse  and  all  of  that  kind  of  stuff;  that's  what 
he  filled  you  in  on? 

A  Some  of  those  items,  yes,  sir. 

Q  He  told  you  the  doctor  came  up  from  Miles  City? 

A  I  knew  it  before;  I  reaffirmed  that. 

Q  How  many  babies  has  the  nurse  who  comes  up  twice  a  week 
delivered;  did  he  tell  you  that? 

A  I  did  not  ask  him  that.  He  did  not  tell  me  that. 

Q  Did  he  tell  you  about  the  doctors  in  Forsyth  not  accepting 
many  of  the  Colstrip  residents  as  patients  because  they  were 
too  overloaded  with  the  people  who  have  moved  into  Forsyth; 
did  Mr.  White  tell  you  that? 

A  No,  he  did  not. 

Q  Did  you  study  that?  Did  you  study  the  medical  services 
available  in  Forsyth  in  your  study? 

A  Not  in  Forsyth;  we  focused  upon  the  Colstrip  community. 

Q  Colstrip?  All  right  -- 

A  This  is  a  Colstrip  study. 

Q  And  you  did  this  Colstrip  study  for  the  state  of  Montana,  is 
that  right,  this  about  a  million  dollar  study  that  has  been 
done  by  Westinghouse? 

A  Repeat  the  question  again,  please. 

Q  This  million  dollar  study  that  Westinghouse  did,  they  did 

that  for  the  state  of  Montana,  to  help  the  state  of  Montana; 
is  that  what  you  said? 

A  The  study  which  we  did,  which  was  not  quoted  at  a  price  of 
one  million  dollars,  was  done  to  provide  information  to  the 
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state  and  other  planning  agencies  in  executing  their  duties. 

Q  Did  you  bother  to  call  and  find  out  how  much  this  study  cost, 
since  you  were  making  telephone  calls? 

A  No,  I  did  not. 

Q  Oh? 

A  You  had  asked  me  previously  what  the  quoted  price  of  the 
study  was  and  I  referred  to  that  to  you  yesterday. 

Q  Yes.  I  just  wondered  since  you  were  making  the  telephone  calls 
maybe  it  — 

A  I  don't  think  the  price  of  the  study  completed  in  1973  changed 
between  yesterday  and  today,  Mr.  Cummins. 

Q  You  don't  think  it  did? 

A  No,  sir. 

Q  You  don't  think  you've  got  any  more  — 

A  Do  you  think  it  did?  No,  sir,  I  don't. 

Q  You  don't  think  you  got  any  more  money  besides  the  seven 
hundred  and  some  thousand  dollars  on  the  contract? 

A  To  complete  the  study  that  is  before  us,  no. 

Q  All  right.  Who  else  did  you  talk  to?  Did  you  talk  to  anybody 
with  the  Montana  Power  Company,  in  the  tax  division  over  there, 
to  figure  out  the  answers  to  how  you  figure  out  transmission 
line  taxes? 

A  No,  I  didn't  speak  to  anybody  on  the  telephone  about  tax 
structures . 

Q  Who  is  on  the  other  side  of  the  line,  this  gentleman  sitting 
back  there  next  to  Carl  Grimm;  I  don't  know  his  name.  He  had 
the  telephone  up  to  his  ear  in  the  other  room  back  there; 
who  is  that? 
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A  Mr.  Gilder  of  the  Montana  Power  Company. 


Q  Who? 


A 

Q 

A 

Q 

A 

Q 


A 

Q 

A 

Q 

A 

Q 


Mr.  Gilder. 

What  does  he  do;  is  he  a  tax  man? 

Yes,  sir. 

Oh,  he's  been  right  here  all  the  time  then.  He  could  have 
told  us  about  how  to  figure  out  the  transmission  line  taxes, 
couldn't  he? 

Yes,  sir. 

Okay.  Let's  talk  about  taxing  the  services  of  the  education 
system  in  Forsyth.  Did  you  know  that  before  this  developed  tha 
there  was  an  empty  Catholic  school  down  there  that  is  now 
occupied  and  used  as  a  school  facility? 

Yes. 

Is  that  --  where  is  that  in  the  study,  in  this  seven  hundred 
and  some  thousand  dollar  gloss  box  that  you've  got? 

It's  not  explicitly  stated. 

You  didn't  put  that  in? 

No,  sir. 

Do  you  know  where  Rosebud  is? 


t 


A  No. 

Q  You  don't  know  where  Rosebud  is?  Do  you  know  how  many  kids 
go  to  the  Rosebud  school? 

A  No,  I  don't. 

Q  Do  you  know  how  many  people  live  in  Rosebud  and  work  in 
Colstrip? 

A  No. 

Q  Do  you  know  what  school  district  Rosebud  is  in? 
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A  No ,  I  don't. 

Q  If  I  were  to  tell  you  it  isn't  in  the  Colstrip  school  district, 
would  you  know  that? 

A  No. 

Q  You  don't  know  what  the  mill  levy  of  Rosebud  is  as  a  result 
of  the  kids  going  to  school  there? 

A  No,  I  know  about  the  mill  levies  in  School  District  19  and 
School  District  4. 

Q  All  right.  Do  you  know  whether  monies  derived  in  Colstrip 
help  the  Rosebud  school  district  out  in  any  fashion  to 

alleviate  the  overcrowding  and  increased  school  levies  that  ( 

have  gone  up  there?  I  guess  you  wouldn't  because  you  don't 
know  where  Rosebud  is,  do  you? 

A  No. 

Q  Would  you  say  that  a  town  within  40  miles  of  Colstrip  -- 

A  Pardon  me,  sir. 

Q  Would  you  say  that  a  town  within  40  miles  of  Colstrip  on  the 
Yellowstone  River  should  have  been  a  town  that  would  be  in  a 
region  that  would  be  affected  by  the  Colstrip  construction?  ^ 

A  It  could  be  affected. 

Q  Well  then,  how  about  Brandenberg,  do  you  know  where  that  is? 

A  Not  specifically. 

Q  If  I  were  to  tell  you  it  was  only  20  miles  from  Colstrip,  do 
you  think  that  that  should  have  been  studied,  too? 

A  If  you  had  infinite  resources  and  infinite  time,  it  would  be 
very  good  to  study  the  impact  of  the  Colstrip  project  upon 
Helena,  Montana.  There  is  a  substantial  impact  upon  this 
community  or  Butte,  Montana,  or  Billings  -- 


-3443- 


1 

2 

3 

4 

5 

6 

7 

8 

9 

10 

1 1 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

23 

24 

25 

26 

27 

28 


Q  You  mean  there  are  kids  from  —  there  are  people  commuting  from 
Butte  to  Colstrip,  and  their  kids  go  to  school  in  Colstrip? 

A  There  is  an  impact  upon  those  communities  and  those  facilities. 

Q  I'm  talking  about  the  school  districts  and  I'm  talking  about 
towns  that  are  right  there  and  that  are  not  in  the  Colstrip 
school  district,  but  have  had  impacts  that  you  don't  even  know 
about. 

A  Can  you  specifically  state  that  those  impacts  have  been 
attributable  to  Colstrip  units  1  and  2? 

Q  Emphatically,  yes.  Unequivocally,  yes. 

MR.  BELLINGHAM:  We  appreciate  your  testimony 
very  much,  Mr.  Cummins. 

MR.  CUMMINS:  You  will  get  it  in  our  portion;  I 
am  just  inquiring  of  this  witness'  knowledge  in  these 
areas . 

MR.  BELLINGHAM:  You're  giving  us  a  feature  of 
what  events  will  come,  is  that  it,  Mr.  Cummins? 

HEARINGS  EXAMINER:  Strike  the  remarks  of 


Q 


A 

Q 


counsel  and  proceed. 

You  were  present  in  the  basement  in  Pittsburgh,  down  there, 
when  we  took  all  these  depositions  of  Dr.  Wright  and  everybody; 
do  you  remember  that  memo  that  came  from  the  Butte  representati 
a  local  Westinghouse  sales  representative,  back  to  the  analysis 
division  that  you  work  for?  It  says,  this  one  you  ought  to  get 
on  fellows;  do  you  remember  the  gist  of  it? 

No,  sir,  I  don't. 

You  didn't  recall  Dr.  Wright  or  anybody  talking  about  that 
or  Mr.  Voytko  talking  about  that? 


^e 


/ 
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A  No,  sir.  I  was  not  present  during  all  those  depositions. 

Q  All  right.  Well,  is  the  Westinghouse  Environmental  Systems 
a  solely  owned  subsidiary  or  a  wholly  separate  part  of  the 
company,  or  where  do  your  profits  come  from  or  go  to? 

A  It  is  not  a  wholly  owned  subsidiary  of  the  corporation. 

Q  All  right,  it  all  goes  into  the  Westinghouse  pot,  doesn't  it? 

A  Most  of  it,  yes. 

Q  Now  when  it  got  started,  did  it  just  all  of  a  sudden  have  a 
lot  of  money  from  some  generous,  beneficent  foundation  to 
start  this  project,  or  did  Westinghouse  fund  the  beginning 
of  the  Environmental  Systems  Division? 

A  It  was  an  operation  of  the  corporation. 

Q  Sure  it  was,  so  any  money  you  make  goes  into  the  pot;  any 
money  you  need  comes  out  of  the  pot,  right? 

A  For  a  certain  period  of  time. 

Q  Yes.  Well,  looking  at  28,  up  there  in  1975  where  you  started 
the  mill  levy,  is  that  the  first  year  that  the  applicants, 
not  in  this  but  the  owners  of  1  and  2,  paid  any  revenue  to 
Rosebud  County? 

A  No ,  it's  not . 

Q  Why  don't  you  have  it  from  when  it  started  and  not  when  it 
goes  back  so  we  can  tell  whether  or  not  they  paid  their  fair 
share  of  the  burden  that  they  placed  on  this  county? 

A  We  just  arbitrarily  chose  the  present  year,  the  latest  year. 

Q  It  shows  '75,  it  doesn't  show  '74.  And  you  became  a  fount  of 

information  all  of  a  sudden,  as  far  as  statistics  are  concerned, 
after  a  telephone  call,  and  now  you  told  us  about  what  1974 's 
mill  levy  was,  129  mills;  is  that  right? 
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A  Yes. 

Q  You  didn't  put  that  on  this.  Now  then,  tell  me  what  the  mill 
levy  was  in  1965? 

A  I  don't  have  that  information. 

Q  What  year  do  you  have?  What's  the  latest  year  you've  got 
before  coal  development? 

A  The  latest  year? 

Q  Yes. 

A  I  have  data  going  back  to  1968,  if  that  is  the  answer  to  your 
question . 

Q  Do  you  know  when  coal  development  began  at  Colstrip? 

A  Many,  many  years  ago. 

Q  No,  no,  under  this  project,  under  the  1  and  2  system  when 
the  impact  began  to  hit,  would  you  say  '68? 

A  Yes. 

Q  All  right,  what  was  the  mill  levy  in  1968? 

A  143. 


Q  And  how  many  dollars  of  revenue  did  it  generate? 


A 


Q 


That  I  do  not  know. 

You  know  —  do  you  agree  with  me  that  these  mill  levy  numbers 
don't  mean  anything  until  you  find  out  how  much  it  brings  in 
and  how  much  it  costs;  how  many  dollars  are  generated  per  mill 
in  Rosebud  County  in  1968?  Would  you  agree  with  me,  Doctor, 
that  that's  the  nut  of  the  whole  thing;  the  numbers  on  the 
left  hand  side  and  all  this  don't  mean  anything;  it's  the  dollars 
that  it  ends  up  being  is  what  the  taxpayer  pays,  isn't  it? 

I  can  give  you  the  property  taxes  paid  by  the  Colstrip 
management  during  1968,  which  would  be  Western  Energy 


-3446- 


1 

3 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 

26 

27 

28 


Company. 

Q  I  don't  want  their  figures. 

A  That  was  what  you  just  asked  me. 

Q  No,  I  didn't  ask  you  that;  I  wanted  to  know  what  the  mill 

levies  —  I  want  to  know  how  many  dollars  of  tax  revenue  in 
1968  did  one  mill  of  levy  generate,  simple,  basic  tax 
information  that  you  could  have  got  from  the  assessor  or 
appraiser  when  you  were  on  the  telephone  in  the  last  hour? 

A  Total  value  of  taxes  paid  in  Rosebud  County  in  1968  was 
1.5  million  dollars. 

Q  By  whom? 

(pause) 

Q  Doctor,  you  don't  know  how  much  a  mill  generated,  do  you,  in 
1968? 

A  No,  I  don't. 

Q  Do  you  know  how  much  a  mill  generated  in  J970,  how  many  tax 
dollars? 

A  Not  immediately,  no.  I  don't  have  that  data  right  now. 

Q  How  about  '71.  Do  you  know  in  '71,  not  for  the  project 
management,  but  I  mean  for  the  county  as  a  whole? 

A  No,  sir. 

Q  '72? 

A  No. 

Q  '73? 

A  Yes. 

Q  What  did  a  mill  generate  in  '73? 

A  About  $19,000. 

Q  One  mill? 
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A  I  believe  so. 

Q  That  was  levied  against  automobiles,  and  against  the  cows,  and 
against  the  sheep,  and  against  the  ground,  and  against  every¬ 
thing? 

A  Yes. 

Q  What  rate  is  a  utility  taxed  at  in  Montana?  You  look 

puzzled,  Doctor,  do  you  not  know  that  there  are  different 
rates  for  different  things  in  Montana  on  taxes? 

A  Yes. 

Q  What  rate,  then,  is  a  utility  taxed  at? 

A  That  I  don't  know. 

Q  Thank  you.  In  your  total  values  that  you  have  put  down  on 
these  exhibits,  have  you  included  in  there  the  AFDC  sums  in 
arriving  at  ACV? 

A  I  believe  so,  but  I  am  not  sure. 

Q  What  does  AFDC  stand  for? 

A  I  don't  know. 

Q  Then  how  do  you  know  if  you  put  it  in  or  if  you  didn't  put  it 
in  if  you  don't  know  what  it  stands  for?  It  could  be  millions 
of  dollars,  couldn't  it? 

A  It  could  be. 

Q  All  right.  Do  you  know  what  ACV  stands  for? 

A  Actual  cash  value. 

Q  In  tax  departments,  yes.  Mr.  Voytko  reviewed  the  analysis 
which  now  composes  Exhibit  117? 

A  Yes. 

Q  He's  the  office  manager,  isn't  he? 

A  No,  Mr.  Voytko  is  project  manager. 
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Q  What's  his  Ph.D  in? 

A  Mr.  Voytko  does  not  have  a  Ph.D. 

Q  What's  he  got? 

A  He  has  a  Bachelor  of  Science  degree. 

Q  He's  just  been  there  longer  than  anybody  else  then,  is  that 
what  you're  saying? 

A  I  think  you  have  Mr.  Voytko  confused  with  Dr.  Wright. 

Q  Oh,  no  I  don't,  no.  Dr.  Wright  I  know.  I  also  know  Mr. 

Voytko;  I  also  know  he  was  the  project  manager.  I  also  know 
he  has  no  other  degrees  other  than  a  baccalaureate  degree. 

And  the  project  manager  is  the  guy  who  stands  around  the  i 

office  and  reviews  other  people's  work,  all  the  Ph.D's  work; 
is  that  what  you're  saying?  Is  that  what  you  said? 

A  No,  that's  not  what  I'm  saying. 

Q  Well,  what  did  you  say?  He  reviews  what  everybody  else  has 
done.  As  a  matter  of  fact  Mr.  Voytko  is  a  coordinator,  isn't 
he? 

A  That's  one  of  his  functions,  yes. 

Q  Yes,  he  cracks  the  whip.  He  didn't  review  your  work,  correct 
your  punctuation  and  spelling  and  syntax,  did  he? 

A  Yes,  sir,  he  did. 

Q  Then  he's  going  to  tell  you  what  there  is  to  know  about  this 
mathematical  modeling  and  about  the  socioeconomic  aspects, 
and  things  of  that  nature? 

A  No,  but  he  can  review  it. 

Q  For  what,  so  that  it  conforms  and  looks  better,  or  does  he 
change  your  facts  if  he  felt  that  they  needed  changed  or 
if  the  format  should  be  changed.  He  didn't  conduct  any  of 
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the  field  work  or  the  studies  or  anything  else,  did  he? 

A  No. 

Q  But  yet  this  guy's  got  direction  over  the  production  and  the 
development  of  this  slick-bound  binding  that's  the  final 
product;  is  that  what  you're  telling  me  and  this  board? 

A  He's  responsible  for  coordinating  our  efforts  with  Montana 
Power  and  the  other  applicants. 

Q  Then  why  isn't  he  here  testifying,  then,  if  he's  your  super¬ 
visor  —  can  you  answer  that  —  rather  than  you?  If  he's 
the  final  final,  you're  just  an  intermediary  then;  is  that 
what  you  want  us  to  believe? 

A  That  is  correct.  That  is  the  organization  which  is  stated  on 
the  frontis  page  of  the  Applicants'  Environmental  Analysis. 

Q  You  said  that  the  Cheyenne  are  going  to  come  to  Colstrip  and 
use  Colstrip,  but  the  Colstrip  people  aren't  going  to  go  to 
the  Cheyenne  country,  do  you  recall  that,  in  response  to  Mr. 
Bellingham's  question  about  this  poverty  pocket  and  all  that? 
They're  going  up  there  and  take  advantage  of  the  schools  and 
take  advantage  of  the  jobs  and  everything,  but  Colstrip  people 
aren't  going  to  affect  the  Indians;  do  you  recall  that? 

A  Yes. 

Q  Is  that  because  the  road  is  only  a  one-way  road  or  something? 

A  No,  sir,  it's  not. 

Q  Did  you  mean  to  intend  that  nobody  from  Colstrip  goes  to  the 

Indian  reservation  and  disturbs  the  life  style  of  the  Indians? 

A  No,  that  is  a  possibility. 

Q  Well,  I  got  the  impression  that  the  shining  light  in  that  area 
was  Colstrip  and  everybody  goes  to  Colstrip? 
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A  No,  I  said  the  commercial  facilities  which  are  available  there 
would  attract  people  from  the  surrounding  area. 

Q  We  are  talking  about  the  Cheyenne  Indians,  is  what  this  question 
was  about? 

A  They  would  have  the  opportunity  to  go  there  and  use  the 
facilities,  parks,  schools,  commercial  facilities. 

Q  They  can  send  their  kids  to  school  up  there  and  live  in 
Lame  Deer;  is  that  what  you're  saying? 

A  Yes. 

Q  How  do  you  get  into  that  school  district.  When  you  live  in 
Lame  Deer,  how  do  you  get  your  kids  in  the  Colstrip  school 
district?  How  --  Because  I  can't  get  my  kids  in  a  school  on 
the  other  side  of  town  because  I  live  on  this  side  of  town. 

Now  you  tell  me  how  those  people  in  Lame  Deer  can  get  their 
kids  into  Colstrip  schools  so  they  can  benefit  by  it  without 
living  in  Colstrip?  They  can't,  can  they? 

A  Not  in  Lame  Deer  itself. 

MR.  CUMMINS:  No  further  questions. 

HEARING  EXAMINER:  Mr.  Meloy. 


Re-cross,  by  Northern  Cheyenne  Tribe,  Inc. 

By  Mr.  Meloy: 

Q  Dr.  Beisel,  how  many  trips  did  you  make  to  the  Northern 
Cheyenne  Reservation  yourself? 

A  I  made  none. 

Q  You  made  none? 

A  That  is  correct. 

Q  Then  what  you  know  about  the  life  style  of  the  Northern 
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Q 
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Q 
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Q 

A 

Q 

A 

Q 

A 

Q 


A 

Q 

A 
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Cheyennes  comes  from  where? 

From  literature,  conversations,  impressions  of  other  people, 
published  documents,  reports,  data. 

Name  one? 

U.  S.  Census  Bureau  data. 

U.  S.  Census  Bureau  tells  you  about  the  culture  and  the  life¬ 
style  of  the  Northern  Cheyennes?  Where? 

They  tell  me  about  populations,  incomes  — 

What  does  that  tell  you  about  life  style? 

Somewhat  of  an  indicator,  as  I  mentioned,  of  family  income  — 
How  does  income  tell  us  anything  about  life  style? 

Somewhat  of  an  indicator  of  other  facets  of  their  life. 

What  does  it  tell  you  about  the  life  style  of  the  Northern 
Cheyenne? 

Very  low  subsistence  level. 

What  does  that  have  to  do  with  life  style? 

I'm  not  sure  if  I  see  the  connection  you're  driving  at. 

Well,  I  don't  see  the  connection  that  you're  driving  at. 

You're  trying  to  tell  me  that,  on  the  basis  of  your  review  of 
census  data,  you  have  determined  that  there  is  a  certain  level 
of  income,  subsistence  level  as  you  call  it,  on  the  reservatic 
and  that's  how  you  found  out  about  the  Northern  Cheyenne's 
life  style.  What  I  would  like  to  know  is,  what  does  that  tell 
you  about  the  Northern  Cheyenne  life  style? 

I  would  say  that  most  of  them  don't  have  full-time  employment. 
Maybe  they  don't  want  to  have  full-time  employment? 

Perhaps. 

Is  that  possible? 
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A  Yes  it  is. 

Q  So  it  really  doesn't  tell  you  much  about  the  life  style,  does 
it? 

A  It  could. 

Q  What? 

A  If  they  do  desire  full-time  employment,  they  don't  obtain  it, 
they  don't  retain  it. 

Q  But  that  is  just  hypothesis? 

A  Yes. 

Q  Speculation  which  you  have  made  on  your  review  of  census  data? 

A  Yes. 

Q  Census  data  which  you  obtained  from  a  1970  census  report,  is 
that  right? 

A  Yes. 

Q  Did  you  bother  to  update  that  census  data  to  determine  whether 
there  is  any  difference  in  1970  from  1976,  or  1979,  or  1978? 

A  No,  I  haven't. 

Q  You  didn't  think  it  was  important  to  update  that  data? 

A  No,  I  didn't. 

Q  For  all  you  know,  the  subsistence  level  may  be  $10,000  on  the 
Cheyenne  Reservation  right  now,  isn't  that  right? 

A  That  is  possible. 

Q  On  the  basis  of  your  examination  of  the  life  style  of  the 

Northern  Cheyenne  from  census  data,  how  much  does  it  take  to 
provide  the  basic  needs  of  the  Northern  Cheyenne  family,  how 
much  money? 

A  I'd  probably  say  about  $1,100. 

Q  That  is  all  it  takes? 
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Q 

A 

Q 

A 

Q 

A 

Q 

A 

Q 

A 

Q 
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That's  what  they're  obtaining  now  and  they're  existing. 
That's  not  what  I  asked  you.  Do  you  know  whether  that 
represents  all  it  takes  to  provide  a  subsistence  level  for 
Northern  Cheyenne  families? 

No. 


How  can  you  say  that  the  life  style  will  not  be  affected  by 
the  proposed  project  then,  as  you  told  Mr.  Bellingham  on 
redirect? 

I  don't  recall  that  that  is  exactly  what  I  said,  because  I 
said  for  one  thing  the  employment  opportunities  would  offer  tha 
change  of  life  style. 

You  didn't  tell  Mr.  Bellingham  that  the  life  style  would  not 
be  affected  by  the  proposed  project? 

Other  than  employment  opportunities  and  schooling  opportunities 
in  particular. 

But  we're  talking  about  life  style? 

These  are  parameters  that  could  end  up  changing  the  life  style, 
if  it  was  desirable. 

But  you  don't  know  whether  that  is  desirable  or  not,  do  you? 
That's  up  to  the  individual. 

But  you  don't  know  whether  it's  desirable  or  not  for  Northern 
Cheyenne  Indians  to  have  more  than  $1,100  average  per  family, 
do  you? 


t 


No. 


Q  And  you  didn't  study  that  either,  did  you? 
A  Not  in  depth,  no  we  did  not. 

Q  You  didn't  study  it  at  all,  did  you? 

A  Not  quantitatively,  no. 
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Q  Qualitatively? 

A  As  stated  in  the  report. 

Q  Based  on  a  couple  of  interviews  by  Mr.  Myra,  is  that  right? 

A  That  is  correct. 

Q  You  yourself,  though,  who  opines  for  us  today  that  the  life 

style  of  the  Northern  Cheyenne  Indians  will  not  be  affected  by 
the  proposed  development,  is  groundless  because  you  don't  know 
anything  about  the  life  style  of  the  Northern  Cheyenne  because 
you've  never  visited  there;  isn't  that  right? 

A  That's  correct  that  I've  never  visited  there. 

Q  Is  it  correct  that  your  statement  is  groundless  because  you 
don't  know  anything  about  the  life  style  of  the  Northern 
Cheyenne,  other  than  what  you've  read  in  the  census  report? 

A  I  don't  believe  it's  absolutely  groundless,  no. 

Q  What  grounds  does  it  have? 

A  The  bases  and  information  that  I  have  discussed. 

Q  Based  on  your  review  of  census  data? 

A  In  part. 

Q  What  other  part? 

A  Personal  interviews,  as  reported  in  the  text. 

Q  That  you  didn't  do.  Now  I'm  asking  you  because  you're  the  one 

that's  making  the  opinion? 

A  I'm  taking  those  sources  as  part  of  my  opinion  basis. 

Q  What  kind  of  social  amenities  do  you  suppose  the  Northern 
Cheyenne  might  want  to  buy,  as  you  told  Mr.  Bellingham  they 
might  want  to  buy  if  they  had  higher  subsistence  levels  or  a 
better  income?  What  kind  of  social  amenities  do  you  suppose 
they  might  want  to  have;  give  me  an  example? 
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A  Haircuts,  clothing,  transportation. 

Q  Those  are  social  amenities?  They  aren't  subsistence  level 
expenses? 

A  Beyond  basic  requirements  they  could  be  amenities. 

Q  Beyond  basic  requirements,  clothes  could  be  amenities? 

A  Additional  amounts  of  clothes,  different  kinds. 

Q  To  whom? 

A  To  the  individual. 

Q  Yes,  but  what  do  you  know  about  the  individual  Cheyenne?  You 
don't  know  anything;  you  don't  know  whether  he  wants  more 
clothes,  do  you? 

A  No,  that's  an  individual  judgment. 

Q  What  other  kind  of  social  amenities  do  you  think  the  Cheyennes 
ought  to  be  buying  with  their  increased  benefits  they  will 
derive  from  3  and  4? 

A  What  they  ought  to  be  buying  is  not  for  me  to  decide.  That's 
an  individual  value  judgment,  or  perhaps  a  tribal  value 
judgment . 

Q  It  is  a  value  judgment;  you  are  absolutely  correct. 

A  That's  correct;  it's  not  for  me  to  decide  how  that  additional 
income,  if  some  would  be  there,  should  be  disposed. 

Q  Then  how  can  you  say  that's  a  benefit? 

A  Because  it  offers  opportunities  of  choice  which  presently  are 
not  available. 

Q  Not  having  a  job  offers  opportunity  of  choice,  too,  doesn't  it? 

A  Yes,  it  does,  and  it's  up  to  the  individual  whether  he  wants 
that  job  or  does  not  want  that  job. 

Q  But  you  don't  know  whether  the  Northern  Cheyenne  want  jobs  or 
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not,  do  you?  You  don't  know  whether  they  want  clothes  or  not, 
do  you,  other  than  subsistence  level  clothes? 

A  Not  on  an  individual  basis,  no. 

Q  How  about  on  a  general  basis? 

A  I  would  assume  yes. 

Q  You  would  assume  that  based  on  your  observations  of  the 
Northern  Cheyenne  Reservation,  right? 

A  And  the  rest  of  society  as  a  whole. 

Q  Ah,  your  society  perhaps? 

A  All  of  society  perhaps. 

Q  Do  you  think  it's  possible  the  Northern  Cheyenne  might  have 
a  different  society  from  yours? 

A  Very  possible. 

Q  Do  you  think  it's  likely? 

A  It's  very  possible  and  I  am  sure  it's  likely. 

Q  But  you  didn't  study  it  so  you  really  can't  tell  me  for  sure, 
can  you? 

A  On  an  individual  basis,  no. 

Q  All  right,  on  a  general  basis.  You  can't  tell  me  on  a  general 
basis  either? 

A  The  fact  that  tribal  members  have  come  to  the  project  seeking 
jobs,  yes. 

Q  How  many  tribal  members  have  come  seeking  jobs? 

A  Fifty  or  more. 

Q  Fifty  or  more  have  come  seeking  jobs? 

A  Yes. 

Q  How  do  you  know  that? 

A  Conversations  I've  had  with  people  at  Western  Energy  Company. 
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Q  But  you  don't  know  how  many  of  those  fifty  were  reservation 

Indians,  do  you?  They  could  have  come  from  Kalispell  for  that 
matter,  right? 

A  Yes. 

Q  You  don't  know  how  many  of  that  fifty  were  trained  to  do  the 
kind  of  job  that's  going  to  be  available  with  3  and  4,  do  you? 

A  Or  that  were  willing  to  participate  in  training  programs. 

Q  Or  that  are  willing  to  participate  in  training  programs? 

A  Which  have  been  offered. 

Q  And  you  don't  know  how  many  that  is  either,  of  those  fifty, 
do  you? 

A  Not  exactly,  no. 

Q  Could  be  zero,  right? 

A  Could  be  zero,  could  be  fifty. 

Q  Of  those  fifty  jobs  applied  for  at  Western  Energy,  how  many  of 
those  were  coal  mining  jobs? 

A  I  do  not  know  that  specifically.  I  think  I'm  referring  to 
the  construction  operation  jobs. 

Q  You  think  you  are,  but  you're  not  sure? 

A  The  number  fifty  is  somewhat  approximate  also.  I  don't  have 
an  exact  count  before  me. 

Q  In  response  to  another  question  Mr.  Bellingham  asked  you  on 
redirect,  you  said  you  didn't  give  particular  attention  to 
the  Cheyennes,  rather  you  looked  at  Forsyth;  did  you  say  that? 

A  More  so,  yes. 

Q  How  far  is  Forsyth  from  Colstrip? 

A  Twenty-nine  miles. 

Q  How  far  is  Lame  Deer  from  Colstrip? 
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A  Somewhat  less. 

Q  But  you  still  thought  it  was  better  to  give  attention  to 
Forsyth  and  not  to  Lame  Deer;  is  that  right? 

A  Yes. 

Q  Is  that  because  you  thought  the  impact  was  going  to  be  less 
on  Lame  Deer? 

A  Yes. 

Q  Why? 

A  Because  of  people's  desirability  on  where  they  want  to  live, 
where  they  are  able  to  live  and  the  amount  of  labor  pool 
available. 

Q  What  does  that  have  to  do  with  whether  or  not  the  town  of 
Lame  Deer  will  be  impacted  less  or  more  than  the  town  of 
Forsyth? 

A  Where  people  live,  where  they  spend  their  monies. 

Q  Well,  how  many  people  do  you  anticipate  will  be  living  in 
Lame  Deer?  How  many  people  are  living  in  Lame  Deer  and 
are  associated  with  the  construction  of  1  and  2? 

A  Very  few  right  now. 

Q  During  the  construction,  how  many? 

A  Approximately  the  fifty  I  referred  to. 

Q  Were  all  living  in  Lame  Deer? 

A  No,  were  all  living  on  the  reservation,  not  all  in  Lame  Deer. 

Q  So  the  fifty  that  you  referred  to  before,  which  might  have 

included  some  folks  from  off  the  reservation  who  might  have 
identified  themselves  as  Northern  Cheyenne,  are  now  all  living 
on  the  reservation,  is  that  right? 

A  Yes,  in  the  approximation  of  my  numbers,  yes. 
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Q  All  right,  what  tax  revenues  went  to  the  Northern  Cheyenne 
Reservation? 

MR.  BELLINGHAM:  We  object  on  the  grounds  that 
it  is  repetitive  and  exceeds  the  scope  of  the  redirect. 
HEARINGS  EXAMINER:  Sustained. 

MR.  MELOY :  Mr.  Davis  — 

HEARINGS  EXAMINER:  We've  covered  the  text  on 
your  cross-examination  about  where  tax  benefits  went 

i 

with  some  of  the  other  parties. 

MR.  MELOY:  Mr.  Bellingham  asked  what  kinds  of 
tax  revenues  might  benefit  the  Northern  Cheyenne. 

MR.  BELLINGHAM:  I  most  certainly  did  not  and 
the  record  will  show  that. 

HEARINGS  EXAMINER:  I  think  you  asked  him  that  on 
your  cross  anyway  originally,  Mr.  Meloy. 

MR.  MELOY:  I  don't  have  any  further  questions, 

Mr.  Davis. 

HEARINGS  EXAMINER:  Any  further,  Mr.  Bellingham? 

Re-redirect,  by  Applicants 
By,  Mr.  Bellingham: 

Q  You  mentioned  the  mill  rate  generated  a  certain  number  of 
dollars  for  the  year  1973  in  Rosebud  County.  Do  you  have 
figures  for  the  year  '74? 

A  Yes,  sir. 

Q  What  are  those? 

A  May  I  restate  those  figures  for  1973?  1973  was  19.6  million 

dollars . 
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Q  Now,  wait  a  minute.  One  mill  generated  how  many  dollars? 

A  I'm  sorry,  $19,000. 

Q  You  said  $19,000  before? 

A  Yes,  sir. 

HEARING  EXAMINER :  What  year? 

MR.  BEISEL :  1973. 

Q  Now  do  you  have  a  figure  for  1974? 

A  $25,000. 

Q  Do  you  have  a  figure  for  1975? 

A  $42,000. 

MR.  CUMMINS:  Ooooo. 

MR.  BELLINGHAM:  Yes,  ooooo,  Mr.  Cummins. 

Q  Now  then,  Mr.  Cummins  asked  you  how  would  students  from  Lame 
Deer  attend  high  school  District  number  19  at  Colstrip;  to 
you  recall  that? 

A  Yes,  sir. 

Q  The  assumption  being  that  Lame  Deer  was  not  in  high  school 
District  number  19;  wasn't  that  correct? 

A  Yes,  sir. 

Q  Now,  if  I  were  to  represent  to  you  that  Mr.  Cummins,  as  he 

sometimes  is,  very  seldom,  however,  was  wrong,  and  that  Lame 
Deer  was  in  high  school  District  number  19,  those  children 
would  have  an  opportunity  to  go  to  high  school  in  Colstrip; 
is  that  correct? 

MR.  CUMMINS:  May  I  object  and  ask  that  all  those 
derogatory  statements  about  my  correctness  be  stricken 
from  the  record  because  he  has  misquoted  me.  I  said 
go  to  school  in  Colstrip;  there  is  more  than  one 


( 
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school  in  Colstrip. 


HEARINGS  EXAMINER:  Objection  is  overruled.  You  can 
ask  whatever  question  you  have  regarding  that. 

Q  Will  you  answer  the  question  please? 

A  Yes,  sir,  Mr.  Bellingham. 

Q  And  if  I  were  to  represent  to  you,  as  the  case  is,  that  Busby 
indeed  is  in  high  school  District  number  19,  then  students  at 
Busby  could  go  to  high  school  in  Colstrip,  the  same  as  children 
from  Lame  Deer? 

A  Yes,  sir,  that  is  correct. 

Q  And  if  I  were  to  represent  to  you  that  students  located  in 

Birney  were  also  in  high  school  District  19,  they  would  have 
an  opportunity  to  also  attend  school  in  Colstrip? 

A  Yes,  sir,  that  is  correct. 

MR.  BELLINGHAM:  No  further  questions. 

HEARINGS  EXAMINER:  Mr.  Cummins. 

Re-re-cross,  by  Department  of  Natural  Resources  and  Conservation 

By  Mr.  Cummins: 

Q  In  1973  we  had  how  many  mills?  How  many  did  you  say  there 
were  in  the  general  mill  in  the  county  of  Rosebud? 

A  I  said  Rosebud  County' s  School  District  19  had  a  millage  rate 
of  134. 

Q  And  that  raised  $19,000? 

A  Yes,  sir. 

Q  Now  I  want  to  know  what  the  mill  levy  for  the  county  was? 

A  134. 

Q  For  the  county  or  for  Colstrip?  You  know  there's  a  difference,; 
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those  that  live  out  of  town  usually  pay  less  than  those  that 
live  in  town? 

HEARINGS  EXAMINER:  That's  just  if  it's  an 
incorporated  city,  so  I  think  you  had  better  not 
mislead  the  witness  on  that.  We're  getting  into  a 
little  different  field  of  law. 

MR.  CUMMINS:  Well,  we  got  Forsyth  in  there  yet. 

Q  What  is  the  mill  levy  in  1973  for  Rosebud  County? 

A  34. 

Q  134  or  34? 

A  34  to  the  county. 

Q  No,  I  want  the  general  mill  levy? 

A  134. 

Q  All  right,  and  each  mill  raised  $19,000? 

A  Yes . 

Q  Okay.  Have  you  got  a  calculator  there? 

A  No,  sir. 

MR.  CUMMINS:  Anybody  have  a  calculator  around 

here? 

(No  response . ) 

Q  Well,  I  don't  think  I  really  need  one.  To  find  out  how  much 
the  general  mill  levy  was  necessary  to  raise  then,  you  just 
multiply  the  mills  times  the,  roughly  $20,000;  is  that  right? 
Or  you  multiply  two  times  134  to  get  the  total  taxes  for  the 

county  for  that  year;  is  that  right? 

A  That's  correct. 

Q  And  in  1975,  it  was  $42,000? 

A  That's  correct. 
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Q  And  the  mills  were  98.17  for  the  whole  county? 

A  Yes,  sir. 

Q  And  to  find  out  how  much  the  taxes  went  up,  you  just  multiply 
that,  say  roughly  100,  times  42,  so  you  go  up  from  2  million 
to  8.4  million?  No,  two  times  134  is  2.68  million  and, 
fudging  a  little  bit,  making  it  a  hundred,  one  times  42  is 
4.2  million;  the  taxes  went  up  about  double? 

A  Yes,  sir. 

Q  The  taxes  went  up  double? 

A  Yes,  sir. 

Q  Everybody's  taxes  went  up  double? 

A  No,  sir,  not  everybody's  taxes,  total  revenue  accrued  by  the 
county . 

Q  Hey,  when  they  put  a  mill  levy  on  your  house  and  they  charge 
you  134  mills  or  98  mills,  aren't  the  taxes  going  to  go  up  or 
going  to  go  down;  which  way  are  they  going  to  go? 

A  They're  going  to  go  down. 

Q  Your  taxes  are  going  to  go  down? 

A  That's  correct. 

Q  All  right,  but  the  total  expenditures  in  the  community  have 
gone  up  double? 

A  I  have  not  stated  that  whatsoever. 

Q  Well,  what  did  they  do  with  the  tax  money,  put  it  in  their 

pocket  and  go  someplace?  They  spend  it,  don't  they,  in  the 
community?  Those  county  commissioners  spent  that  money? 

A  That's  likely. 

Q  What  do  you  mean,  it's  likely? 

A  It  could  be  retired  debt  service. 
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Q  In  Montana?  You  don't  know  --  what  debt  service  are  you 
retiring? 

A  School  debt,  city  debt,  it  could  be  state  debts. 

MR.  CUMMINS:  Thank  you,  Mr.  Gilder,  for  your 
prompting;  even  I  heard  it. 

Q  What  state  debts  does  Rosebud  County  have? 

A  I  don't  know  in  particular. 

Q  Well  then,  what  do  you  go  around  saying  these  things  for,  if 
you  don't  know? 

A  Because  they  are  possibilities. 

Q  Well,  there  are  a  lot  of  things  that  are  possibilities  aren't 
there,  but  we're  talking  about  actualities,  aren't  we? 

A  I  hope  so. 

Q  All  right. 

MR.  CUMMINS:  I  have  nothing  further. 

MR.  BELLINGHAM:  No  further  questions. 

MR.  CUMMINS:  I  would  now  like  to  make  objections 
to  the  introduction  of  exhibits,  Mr.  Davis. 

HEARING  EXAMINER:  All  right,  you  can  make  your 
obj  ections . 

MR.  CUMMINS:  I  would  like  to  object  to  222  for 
openers,  and  221.  On  222  because  no  testimony  was  given 
in  support  of  the  same  on  direct  examination,  and  that 
the  same  was  not  offered  within  the  rules  prescribed, 
and  that  no  cross-examination  was  illicited  therefore. 

On  221,  I  object  on  the  grounds  there  is  no  proper 
foundation  and  that  the  same  were  furnished  to  us  during 
the  course  of  this  hearing,  and  that  the  same  are  not 
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rebuttal  type  of  exhibits,  but  are  attempted  to  be  used 
as  direct  exhibits,  and  under  the  rules  of  this 
hearing  examiner  that  such  documentation  must  be  furnished 
within  the  prescribed  period  of  time.  Secondly,  that  thi 
witness  is  not  the  proper  witness  because  no  proper 
foundation  for  the  same  has  been  laid  and,  to  the  fact 
of  the  matter  of  information,  that  his  name  doesn't  even 
appear  on  it;  he  neither  wrote  nor  received,  nor  any¬ 
thing  else,  any  of  these  particular  documents,  and 
further  they  have  no  corrobative  value  whatsoever  in  this 
particular  proceeding.  Next  I  object  to  the  exhibits  tha 
are  offered  24  through  30,  those  which  deal  with  man¬ 
power  and  those  which  deal  with  taxes,  on  the  grounds 
that  there  is  no  proper  foundation  and  that  this  witness 
has  wholly  and  completely  failed  to  establish  his 
knowledge  and  experience  with  regard  to  the  preparation 
of  same,  and  the  compilation  or  the  computation  of  the 
matters  contained  therein,  and  that  no  proper  foundation 
has  been  laid  therefore;  and  that  they  should  be  excluded 
and  that  the  proper  person,  if  the  same  so  be  desired  to 
be  introduced,  be  the  employment  people  from  Western 
Energy  or  Bechtel.  And  further,  with  regard  to  the 
taxation,  that  this  witness  has  wholly  showed  his 
incompetency  and  inability  to  understand  or  compute  the 
taxes;  and  that  he  did  not,  in  fact,  prepare  these 
particular  exhibits;  and  that  the  proper  person  for 
introduction  of  those  would  be  Mr.  Gilder,  the  person 
from  whom  he  obtained  most  of  this  information  regarding 
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the  taxes.  And  I,  therefore,  object  to  the  introduction 
of  those  particular  exhibits. 

HEARINGS  EXAMINER:  Mr.  Meloy. 

MR.  MELOY:  I,  too,  would  object  to  the  introduction 
of  222  on  the  same  grounds  that  Mr.  Cummins  alluded  to 
in  his  argument.  With  regard  to  Exhibit  221,  in  addition 
to  the  lack  of  foundation  which  Dr.  Beisel  brings  for 
us  with  regard  to  those  documents  stated  by  Mr.  Cummins, 
the  reason  that  I  object  to  the  introduction  of  that 
exhibit,  Mr.  Davis,  is  that  we  don't  know,  and  Dr.  Beisel 
can't  tell  us,  whether  that  package  of  material  stapled 
together  includes  all  of  the  letters  and  all  of  the 
correspondence  and  all  of  the  reports  which  were  made 
in  that  interfaced  effort  of  Westinghouse . 

MR.  CUMMINS:  I  would  like  to  further  add  to  my 
objection  to  222  that  it  in  itself  speaks  that  it  is 
incomplete  because  of  some  of  the  matters  set  forth  that 
make  reference  to  other  attached  correspondence,  which 
is  not  attached  to  the  correspondence  which  is  subjected 
to  as  part  of  this  exhibit,  so  that  it  fails  upon  its 
own  weight. 

HEARING  EXAMINER:  I  think  you  are  speaking  of  221, 
t  houg  h ,  aren't  you  Mr  .  Cumm  .1  n  s  ? 

MR.  CUMMINS:  Excuse  me,  221,  yes,  that  bundle 
of  letters  to  the  Indians. 

HEARINGS  EXAMINER:  Right.  Now  do  you  have  a  motion 
to  strike  a  portion  that  you  called  to  my  attention 
earlier,  Mr.  Meloy? 
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MR.  MELOY: 


Yes,  Mr.  Davis.  Should  I  address  that 


motion  at  this  time? 

HEARINGS  EXAMINER:  Yes,  let's  take  them  all  and 
we'll  flock-shoot  them. 

MR.  MELOY:  Throughout  Dr.  Beisel's  examination, 

Mr.  Davis,  we  have  found  that  many,  many  times  he  has 
told  us  that  the  source  for  his  statement  came  from 
someone  else.  I  would  like  to  be  able  to  object,  and 
I  will  object,  to  all  of  those  statements  which  are  made 
in  this  written  statement  by  Dr.  Beisel  which  are 
attributable  to  someone  else,  and  ask  that  they  be 
stricken  from  the  statement;  particularly  on  page  8 
where  he,  at  line  6,  7  and  8  and  9,  tells  us  that 
Colstrip  has  become  such  a  desirable  environment  that 
Western  Energy  receives  requests  from  miners  working 
for  other  companies  and  from  area  ranch  hands  asking 
permission  to  move  in.  It  is  something  that  he 
blatantly  tells  us  came  from  Western  Energy  and  he 
really  can't  testify  of  his  own  good  knowledge,  which 
is  self-serving;  and  that  Mr.  Bellingham,  if  he  wishes 
to  make  that  kind  of  statement,  should  make  it  through 
Mr.  Schmeckel,  who  is  a  representative  of  Western  Energy 
and  who  is  on  his  witness  list.  It  would  be  Mr. 
Schmeckel  that  we  would  be  able  to  inquire  about  the 
competency  of  that  statement  and  I  would  specifically 
move  to  strike  that  sentence. 

HEARINGS  EXAMINER:  Very  well.  Do  you  want  to 
join  that  motion,  Mr.  Cummins? 
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MR.  CUMMINS:  Yes,  I  do,  and  an  addition  there, 
too.  I  wish  to  move  to  strike  from  the  testimony  the 
prepared  text  from  Dr.  Beisel,  those  matters  contained 
therein  commencing  on  page  9,  line  20,  which  are 
substantiating  commentary  with  regard  to  Exhibits  24 
through  30,  which  continue  on  up  through  -- 

HEARING  EXAMINER:  Page  9,  line  20  what? 

MR.  CUMMINS:  Which  commence  with  explanatory 
material  with  respect  to  Exhibits  24  and  all  other 
explanatory  material  for  Exhibits  25,  26,  27,  29,  29  and 
30,  on  the  grounds  that  there  is  no  proper  foundation, 
that  this  is  a  compilation  and  the  testimony  is  rankest 
hearsay;  and  that  it  has  been  shown  throughout  the 
testimony  here  that  Dr.  Beisel  did  not  prepare  the 
baseline  material  for  the  preparation  of  these  exhibits 
or  the  underlying  information;  and  that  some  other  party 
is  the  proper  person  through  whom  foundation  can  be 
and  testimony  should  be  illicited  from. 

HEARINGS  EXAMINER:  Very  well,  anything  else  for 
the  record?  Very  well,  motion  to  strike  is  denied,  both 
motions  to  strike.  Exhibits  200,  201,  202,  203,  204 
and  205  are  admitted.  Exhibit  221  is  admitted.  Exhibit 
222  is  refused.  We  will  recess  until  8:30. 

MR.  CUMMINS:  Mr.  Examiner,  I  don't  believe  you 
ruled  on  the  Exhibits  24  through  36. 

HEARINGS  EXAMINER:  Oh,  I've  got  Mr.  Coldiron's 
exhibits,  I'm  sorry.  Exhibits  24  through  36,  inclusive, 
and  Exhibit  221  is  admitted.  Exhibit  222,  which  are 
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his  notes,  right  — 

MR.  BELLINGHAM:  No,  sir  --  Yes,  222  are  the  notes. 
HEARINGS  EXAMINER:  Okay,  that's  refused.  Recess 
until  8:30  A. M . 

(RECESS  at  4:55  P.M. ) 
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